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Germany : The. Real Issue 


4. Be Foreign Ministers have conferred for a fortnight, and the best 

that can be said of their efforts is that they have not yet been forced 
to break up the Conference. Of agreed solutions, there is no trace. After 
a week’s disagreement on political issues, they have now turned to the 
economic field and the outlook so far is no more hopeful. — A visitor from 
another planet, unskilled in giving diplomatic language its real, and 
hidden, meaning, would find: this persistence of disagreement very 
puzzling. The main issue of the Conference, by common consent, is 
whether, and how, the unity of Germany shall be restored. All the 
delegates (except perhaps the French) vie with each other for the role 
of chief champion of German unity. All are convinced that Germany 
should become once more a political and economic unit. All are agreed 
that there should be a Central Government with effective powers. All 
are agreed that the removal of the present barriers to the free flow of 
goods and services is vital not only to German revival but to Europe 
itself. If German unity were really the main object and the first priority 
of each delegation, it is hard to see how agreement could be avoided. But 
in fact unity is now little more than.a symbol or slogan. The delegates 
are carrying on a sort of diplomatic double talk. They speak of the 
necessity for Germany to be politically and economically whole. They 
are thinking about the danger that it might be wholly Communist, or 
wholly absorbed in the Marshall Plan. 


The political discussions of last week turned, not on the desirability of 
central government, but on the kind of government it would turn out to 
be. The Western Powers believe, rightly or wrongly, that a Central 
Government established in Berlin at the present time would be under 
such strong Communist pressure that it would be not much more than a 
Soviet tool. Moreover, they believe that the political unification of the 
country would offer such opportunities to the Communist-controlled SED 
(the Socialist Unity Party) and its nationalist demagogy that all Germany 
would be in an uproar. The Russians on their side believe that their 
control of the SED and their strategic position in Berlin would give 
nation-wide Communism a flying start. Both sides may be wrong-— 
indeed, the Western Powers seem to be excessively defeatist about the 
political development of Germany. But that does not alter the fact that 
the approach of both sides to the proposal that Germany should be 
politically united is governed by the same expectation that a united Ger- 
many would be a seed-bed for Communism. 


Now that the economic discussions have begun, it is equally necessary 
to distinguish between the forms and the substance of the debates. 
Officially, economic unity is the issue. To elaborate it, both sides have 
gone back to documents and proposals already months old. Mr Bevin’s 
main points—that all German resources should be pooled for reconstruc- 
tion, that there should be a common import-export programme, that the 
repayment of money spent by the Allies in maintaining Germany should 
take precedence over reparations, that a Russian share in the control of 
the Ruhr should be conceded only if joint control were also established 
over industries in the Eastern Zone—all these points were already 
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elaborated in March. M; Molotoy goes back even further. 
His two central demands—<hat all four Powers should share 
in the control of the Ruhr and that $r1o billion should be paid 
in reparations from curreft. productionhave been fished up 
unchanged.from the documents Presented during the Paris 
discussions in July, 1946. 


Bur since the days when the Foreign Minfsters met in Paris 
and in Moscow, a profound change has occurred in the economic 
life of Europe. Mr Marshall has made his offer of American 
aid to a united European recovery programme. The mere 
possibility of a Marshall Plan has created a climate for the 
talks on Germany so new that it can be only with really remark- 
able self-restraint that neither Mr Bevin nor Mr Marshall refers 
to it. The real issue before the Conference is not so much 
German economic unity in the abstract as the problem of what 
to do with a Germany half of which is in the course of being 
geared into the Marshall Plan, while the other half will be 
expected to wreck and oppose and sabotage that plan at every 
point. 

Under these conditions, there are only two ways in which 
German economic unity could be secured by the agreement of 
all the occupying Powers. One would be that the whole of 
Germany should be excluded from the Marshall Plan, the 
other that the whole of Germany should be included. It is a 
little difficult to envisage what immediate economic difference 
would be made by Germany’s exclusion from the Plan. If 
Russia had a say in the economic control of Western Germany, 
there might be an attempt—possibly in the supposed interests 
of a new joint import-export plan—to divert to other markets 
vital resources, such as coal, whose availability for the countries 
of the West was assumed in the Paris Report, and these diver- 
sions would be the greater if the Russians also got their way 
on reparations. But it is not in amendments of the figures in 
the Paris Report—important though these might be—that the 
effect of Germany’s exclusion from the Marshall Plan would 
have to be sought, but rather in the blow that it would strike at 
the whole conception of the Plan. In its first year or twa, it 
will inevitably take the form of dollar aid to a number of hard- 
pressed European states, and the exclusion of one might not 
harm—might even benefit—the other fifteen. But if the Plan 
claims to be more than a co-ordinated dole, the claim rests on 
what it can do, in a rather longer run, to promote the growth 
of a real community of interest, political and economic, in 
Western Europe, and for this the participation of Germany, or 
at least of Western Germany, is completely, and obviously, 
essential. 

The exclusion of Germany would not bring any short-term 
reliefs to America and Britain to offset this retreat from longer- 
term ambitions. No saving of dollars or sterling would follow, 
since, with a quarter of the old Reich transferred to Poland and 
millions of Germans expelled from the lost lands, Eastern 
Germanv certainly has no surplus of food to export to the 
Western Zones. In fact, if the Western Powers carried some 
responsibility for the whole of Germany, they might find them- 
selves under a moral obligation to spend more, not less, in order 
to feed the hungry people in the Eastern. Zone. 


Nor would this extra assistance necessarily be temporary. 
The Russians demand that in return for conceding economic 
unity they should be given some guarantee that Germany will 
deliver reparations from current production. But at what point 
could the shattered German economy begin paying repara- 
tions ? No longer self-supporting in food, needing every sort 
of outside assistance—even steel—for its recovery, Germany 
will have to devote the whole of its exporting capacity to the 
task of paying for the imports of food and raw materials it 
requires. Reparations would be possible only if the West were 
prepared to give larger and more permanent subsidies for 
German imports. Economic unity under these conditions would 
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mean bigger and more lasting doles, not the steady Bib bn 
of a viable German. state. a 

The other method of combining German ecomomic \ unit 
the Mafshall Plan would be to bring»the whole of the fennite 
German state within the orbit of the Plan. But the imaginatig 
boggles at the task of devising a method by which the Ri sie 

would both keep a voice in German affairs and allow theit.ow 
Zone to become an integral part of a Plan they believe to be 
aimed against them. At a time when such. nations as P, 
and Czechoslovakia are being encouraged as far as possible jp 
divert their trade from the West and link their economies more 
closely with those of their Eastern neighbours, is it likely that 
Russian policy would commit a complete volte face in the case 
of Germany and cheerfully acquiesce in the power-house of 
Europe being restored to assist the Plan ? 






* 


To state the dilemma bluntly seems to leave no hope of 
settlement, no margin for adjustment on either side. This is 
almost certainly the reason why Mr Bevin and Mr Marshall 
forbear from the provocation of mentioning the Plan. It can, 
after all, be argued that if muffling the issues leaves even the 
smallest opportunity for some completely new initiative, then 
the muffling is worth while. But it entails a danger—the danger 
that muffled differences may breed muddled ideas. It is a 
confusion at this stage to think of German unity as an absolute 
value, independent of the kind of unity achieved, and of the 
price paid for it. For instance, if the price to be paid for 
German economic unity today were a crippling or an abandon- 
ment of the Marshall Plan, that price would be too high. For 
the next five years, at least, Western diplomacy can have only 
one absolutely top priority—and that is to ensure the unques 
tioned success of the recovery plan for Western Europe. If 
German economic unity assists that end, well and good. But 
the touchstone of every concession made on the German issue, 
of any bargain offered or bait put out must be: will this move 
make it more or less difficult to revive the West ? From this it 
follows inevitably that the only Russian concessions and initia- 
tives which the Western diplomats can afford to accept are ones 
which go very much further than any Mr Molotov in his first 
fortnight has seemed inclined to make. 

The possibility that this phase in the endless bargaining 
between East and West will break down need not, however, too 
greatly disturb the Western Powers so long as they remember 
that it is not the final phase. Since the Marshall offer was made, 
a new factor has entered into the negotiations—the recovery of 
economic initiative by the West—and provided the Westen 
Powers pursue their objective of Western economic revival with 
absolute single-mindedness, they will find that the opportunities 
for further parleying with the Russians will create themselves. 
Already Mr Molotov is a little on the defensive when he leaves 
the safe ground of political unity and a Central Government. 
At one point he even proposed—and then withdrew—a post- 
ponement of the whole discussion. The defensiveness, the 
uncertainty will increase as the Marshall programme gathers 
momentum and restores men’s hope. It follows that the Westem 
Powers are likely to find themselves in a steadily improving 
position for negotiation with the Russians, provided they do not 
throw away their position at this stage, in what is virtually the 


first round. Their firmness in maintaining their basic 


—that no concessions on Germany shall weaken the M 
Plan—can and should be coupled with the utmost readiness t0 
reconvene the Foreign Ministers’ Conference at any time 
even to propose themselves that a further meeting should take 
place six months or a year hence. It is useless to deny that East 
and West are involved in a struggle for the possession of the 


German soul ; but the struggle is, should be and can remaift 
a peaceful one. 
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Malthus at Manchester 


OMPARED with the rather refreshing Couéism recently 
C displayed by Mr Herbert Morrison and Sir Stafford 
Cripps, the inspissated Malthusian gloom emitted by Mr Chur- 
chill at Manchester last Saturday sounded, to say the least of it, 
a trifle depressing. Of the “broad plain truths ” enunciated, 
the most paradoxical was the proposition that 

Socialism, that is the substitution of state controls by offi- 

cials instead of by private enterprise, will make it impossible 

for 48 million inhabitants to continue living in this island and 
at least a quarter of all who are alive today will have to disap- 
pear in one way or other, after enduring a lowering of 
standards of food and comfort inconceivable in the last fifty 
years. 
Even when all due allowance has been made for the tactical 
pessimism of political prophecy—a perfectly legitimate instru- 
ment in the hands of the Opposition—this is going a little 
far. However cogent the grounds for acute anxiety afforded by 
the present crisis and however real the dangers which beset the 
economic life of the nation within the next few years, it is diffi- 
cult to see what useful object can be attained by such gross exag- 
geration. It is, of course, conceivable—though it is not by any 
means, as far as can be foreseen, probable—that over a term of 
years world conditions may make it difficult to support the pre- 
sent large population in these islands ; and it is undoubtedly 
true that, over the next few years at any rate, this country will 
be unable to feed itself adequately without the substantial out- 
side assistance envisaged in the Marshall Plan. But these things 
have little if anything to do with Socialism. Until quite recently 
the food experts of the Western hemisphere, impressed by the 
record of the years after the first world war, were more im- 
pressed by the fear of early gluts than by the fact of present 
shortages. If the prevailing ideas have changed, it due to techni- 
cal factors—to the realisation that the agricultural recovery of 
Europe ‘especially of Eastern Europe) will be delayed, to the 
disorganisation of food production in India and the Far East 
supervening upon the large increase in population, and to the 
growing fear that, after a series of bumper harvests in the United 
States and Canada, the drought cycle is about due to recur. The 
political colour of the British Government has had very little to 
do with it. 

When all is said and done, there are as yet no valid reasons 
for any long-term pessimism about the feeding of Britain. To 
prophesy that Socialism will drive twelve million Englishmen 
out of the country by, sheer hunger is scarcely a very helpful 
contribution to either the understanding or the solution of its 
present difficulties. These are mainly due to the inevitable dis- 
locations and destruction caused by six years of universal war- 
fare which have upset the whole balance of the world’s economy, 
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and even if the Government’s attempts to regain equilibrium 
have often been misguided and administratively inefficient, it 
may still be doubted whether any other Government, given the 
mood of the people on the morrow of a victorious but exhavsting 
war—could have done much better. 

Nor did Mr Churchill carry much more conviction when he 
accused the Government of making “ unfair and abusive use ” 
of wartime controls. He did not, in fact, quote a concrete 
example of this kind of malpractice and he admitted that, as long 
as shortages exist, controls are inevitable. No clearer enuncia- 
tion of this principle could well be imagined than the special 
pledge to the consumer contained in the Conservative Industrial 
Charter that controls would not be removed from any necessity 
of life until it is certain that it is within the reach of every 
family. The real charge which should be brought against the 
Government is not that of unfair use of controls, so much as 
of the failure to promote the essential conditions under which 
they can be relaxed, a failure due more perhaps to mistakes of 
wider economic judgment than to any positive affection for 
controls as such. The-real reason why controls have had to be 
reinforced and extended is the maldistribution of labour and of 
resources brought about by the Government's policy or lack of 
it—Mr Dalton’s cheap money, Mr Bevan’s exaggerated housing 
drive and the timidity with which the whole Government re- 
gards any proposal to limit the rise of wage-incomes. These 
are the chief factors which have maintained and aggravated the 
existing inflationary pressure, and have driven Ministers to rely 
more and more on the wartime controls even when they are 
thoroughly disliked by their supporters—as was illustrated last 
week by the extremely small majority accorded to the conscrip- 
tion order. And this is where the real danger lies, in the inva- 
sion of fundamental liberties, not so much through deliberate 
policy, as by administrative action into which the Government 
is driven as the result of mistaken decisions or impolicy in quite 
other fields, . 

Mr Churchill was evidently conscious of the fact that criticism 
alone was not enough. But of his six points of positive Con- 
servative policy, all but one were framed in such general lan- 
guage that they could hardly be taken very seriously as an 
alternative programme. Indeed, four of them might almost 
equally well have been embodied in a manifesto of the present 
Government. On one point only was he specific, and that was 
the reduction of Government expenditure, for which he laid 
down a target of £500 million. That such a target could and 
should be achieved can readily be acknowledged—indeed, the 
target may be too modest. But whether its full implications have 
been duly weighed either by Mr Churchill himself or by the 
Conservative Central Office may, perhaps, be doubted. For it 
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could only be accomplishea by the almost complete cancellation 
of the food subsidies and by a drastic reduction in the foreign 
commitments and expenditure of the fighting services. And it 
remains to be seen whether these measures will ever find their 
way to embodiment in a Tory party programme. 


* 


It is this lack of belief in any practical alternative Opposition 
programme which explains, more than any other single factor, 
the limited dimensions of the swing-over to Conservatism dis- 
played in the four recent by-elections. There has, of course, 
been a substantial increase in the Conservative vote, and a 
General Election held at this moment might even yield a small 
Conservative majority. But this Tory lead—if indeed it exists 
—is a very small result for thirty months of almost unrelieved 
disappointment and disillusion. Nor would it be proof against 
even a mild improvement in conditions between now and 1950. 
In 1945 the “ floating vote” went pretty solidly to Labour and 
some of it has now floated away again. But the evidence still 
seems to show that the great body of electors who are not irre- 
vocably tied to any party doctrine still find themselves in a 
dilemma that they cannot solve. 

Confronted on the one hand by a party whose panacea for all 
the nation’s present difficulties is contained in the blessed word 
nationalisation, and on the other by a party which, whatever 
progressive elements it may contain, is too often apt to become 
the puppet of monopolistic vested interests masquerading under 
the disguise of free enterprise, the floating voter may well find 
himself more than a little puzzled. His instinctive reaction in 
tsese circumstances may weil be “a plague on both your 
parties,” but this, as he well knows, will neither solve his or 
the country’s political problems. It might be expected that he 
would, therefore, turn to the third alternative, in the shape of 
the Liberal party, which, with its great progressive tradition, 
might be conceived as constituting the ideal middle way between 
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reaction and socialism so likely to appeal to the common sense gf 
the British citizen. But it would appear that the law of Politics 
polarisation is acting in this country scarcely less strongly 
in France or Italy, At Epsom last week one more Liberal cap, 
didate forfeited his deposit—the third within a forms 
Whether or not the middle clement of opinion ought 1 y 
Liberal, it is not doing so. It is more difficult every ty 
avoid the very unpleasant conclusion that the multiplication y 
Liberal candidates does more to lower than to enhance the ing 
ence and efficiency of the party. If the Liberal candidate gets 
few votes that he loses his deposit, the party becomes a laughi 
stock. If the Liberal gets enough votes to avoid this fate, by 
not enough to come within striking distance of election, he hg 
still succeeded merely in sterilising the Liberal vote and i 
absolving both Tory and Socialist from any necessity to ¢gp. 
sider it. Painful though it may be for the devoted labourers 
the party machine to acknowledge the fact, it has become eeg 
that, in all save a small minority of constituencies, Liberal cand: 
dates do more harm than good to Liberalism, It is better thy 
Liberals should be forced to choose between the larger parties 
and that the larger parties should be compelled to solicit ther 
votes. 

This conclusion is as negative as it is painful. The facts qf 
the situation compel it for the moment. But no lasting bealh 
can bé assured to British political life by such a state of affain, 
There is very little doubt that a great mass of British electors, 
perhaps the majority, are not content to entrust the countrys 
fortunes either to the trade unions or to the Tories. If the 
are compelled to choose between them, it will be a choice of 
evils, and no solid progress can be built on an electoral system 
that is a mere alternation of grievances. This is the central poli- 
tical problem of this post war generation, first of all to make 
articulate and coherent the vague philosophy of the middle yor, 
and then to construct for it an effective instrument of political 
activity. 


Food for Sterling 


Ge dollar contracts for food are beginning to run out, and 

the effect can be expected to be felt before long. The 
official front is still resolutely sanguine, but the British consumer 
can get a glimpse of what may be in store for him when he 
reads of a delegation from the Ministry of Food getting into 
difficulties in its negotiations in Canada because it wants to 
reduce purchases of foods that are already all too scarce—and 
having to face the prospect of accepting a reduction in deliveries 
of wheat as well, The bare larder is coming into sight. Avail- 
ability in the producing areas is still, of course, a problem ; 
but it is being replaced as the most serious problem by lack of 
dollars. The more is the urgency of the need to redouble the 
search for any supplies of food that can be obtained, from any- 
where in the world, in return for payment in sterling. 


There is no watertight division between dollar and non-dollar 
sources. Some apparently soft currency deals turn out on 
investigation to involve a draft on dollars. The financial agree- 
ment with Belgium, for instance, provides that while Belgium 
will hold sterling up to an official maximum of {£27 million, any 
sterling above that amount must be convertible. Even if the 
technical peculiarities of Belgium’s relation to the sterling area 
are left out of account, supplies from Belgium above that limit 
might, from the dollar-saving point of view, just as well be 
bought direct from the dollar countries. Somewhere in the 
tangled web of the first Russian negotiations, where prices and 
British delivery dates offered successive stumbling blocks, lurked 
a similar difficulty ; and not very surprisingly, the same con- 
siderations limited the dollar-saving usefulness of the projected 


agreement with Poland, although in this latter case delivery 
dates may have been paramount. Elsewhere, however, 00 
question of convertibility intrudes. Denmark, Holland and 
Ireland all have definitely available food surpluses which, though 
they can consume them at home, they would prefer to use for 
obtaining imports. To promise to supply the imports—of coal, 
for example—is not always as simple as it sounds. But if that 
obstacle can be surmounted, then the only remaining question 
is the price—in sterling. There may not be much food to b 
had for sterling alone. But there is food to be had for sterling 
that can be spent on coal. 


The Danes, even after their much-publicised deal with Russia, 
have an estimated exportable surplus for the next twelvemonth 
of between 45,000 and 55,000 tons of bacon, and 40,000 0 
50,000 tons of butter. Britain has already struck a bargain o0 
Danish eggs; the Ministry of Food’s negotiators * met the 
Danish demand (which was based on higher production costs) 
for an increase in price from 17s. 6d. to 26s. per long h 
On bacon, butter and cheese the negotiations broke down. The 
Danes, faced with the need to subsidise their farmers in ordet 
to get any exportable surplus at all, held out for prices which 
the Ministry would not pay. The situation in Holland 8 
broadly similar, although the details naturally differ. Ireland 
would supply more meat, both canned and carcase, if the price 
were right ; at the British figure the Irish prefer to eat the stuf 
themselves. Odd supplies of poultry, eggs, cheese and fruit 


are available in Central Europe—but always at higher prices 
than those of last year. 
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The total is not impressive. If all sources are taken together, it 
js probably no more than 20 per cent of British requirements, 
on the present ration scales, of the foods concerned. If the 
bacon ration were four ounces a week, with the rest to match, 
the Ministry of Food might well decide that the game was not 
worth the candle ; that numerous small deals, struck at the cost 
of considerable diplomatic friction, at the risk of alienating 
Empire opinion, and at great administrative inconvenience, were 
in every sense uneconomic. But at present levels every crumb 
counts. Every home appreciates, as never before, the import- 
ance of a rasher when a rasher per head is a week’s supply. 

Tracking down and bargaining for small inconvenient parcels 
of this and that, here and there, is not a congenial job for any 
Ministry. The apparatus of state purchase, like a combine 
harvester, needs a large field for economical operation. The 
sickles and reaping hooks of private enterprise are more suitable 
instruments for getting into corners. In the past, many small 
supplies have been passed over simply because they could not 
be conveniently fitted into the pattern of long-term, large-scale 
procurement and distribution—a pattern which yielded magnifi- 
cent results in the days of Lend Lease and Mutual Aid, when 
price control was still in operation in the great supplying areas 
of the Western Hemisphere, but which is proving less congruent 


‘ with the very different conditions of 1947. Now that sixpenny 


lots cannot be neglected, there is a strong case for drastically 
narrowing the area over which Government trading is the sole 
instrument. But private enterprise, if it is to be given a chance 
to pick up such scraps of food as it can find, will have to be 
allowed to bid a price that persuades the producer to sell—and 
it will have to do so, not because it is private enterprise, but 
because (as the Ministry of Food has discovered) to offer an 
attractive price is the only way to get the food (and even then, 
sometimes, only if it can be turned into goods). If these extra 
supplies of sterling food are to be brought into the British larder, 
then either the subsidy payments will have to be increased, or 
else the price in the British market will have to be allowed to 
rise. It would be an over-simplification to pretend that there 
are no other difficulties such as the possible reaction on other 
suppliers if a very high price is paid for marginal amounts. 
But it is not very far from the truth to say that the major 
obstruction in the way of buying such sterling food as 
exists is the inability of the Treasury to make up its mind 
whether it would rather increase subsidies or prices, For ‘this, 
if for no other reason, it is high time that the whole question of 


food price policy was brought out into the open and critically 
examined. 


* 

This is not the place to re-examine the general economic 
case against the food subsidies and the contribution that they 
make to inflation. What is relevant here is to point out that 
they achieve little or nothing in the way of better nutrition. 
Whatever purpose they may be thought to serve, it is not that 
of improving the standard of nutrition of the people, or of any 
section of the people other than old age pensioners and other 
beneficiaries from social security, pension funds and the like, 
many of whom could be provided for much more cheaply by 
an increase in their cash income. It is not price, but the ration, 
that today determines the volume of food that is consumed. 
The demand for eggs (at subsidised prices) is believed to show, 
in some areas, the first signs of falling short of the ration in 
those periods when it rises to three eggs a week ; at the ration 
of one egg or less per week, the subsidy plays no part at all in 
determining demand. With the possible exception of milk, 
there is no reason to believe that other subsidised foodstuffs 
would present a different picture. The defence of subsidies on 
the ground that without them the masses would starve, that 
(to quote, alas, Sir Stafford Cripps) it is better to attack the 
purse than the stomach, is in present circumstances the result 
either of hopeless mental confusion or of a less pardonable dis- 
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ingenuousness. The subsidies, at present ration levels, support 
not food consumption but incomes in general, those incomes 
that so disastrously chase too few goods. Judged by the end- 
result, what the expenditure of £400 millions a year stimulates 
is not the demand for food, but the demand for beer, tobacco, 
electricity, transport, entertainment, betting, football pools and 
the whole apparatus of spivvery and the black market. 

This, however, is something of a digression, Where the sub- 
sidies impinge on the subject that is under discussion in this 
article—the supply of sterling food—is not by being high or 
low, but by being—since the last Budget speech—fixed in 
amount. Or, to be perfectly accurate, it is the combination of 
limited subsidies with retail prices that must not be allowed to 
rise that causes the trouble. Either a subsidy stop or a prices 
stop might be sound or unsound policy, but either one by itself 
would be workable. A combination of subsidy stop with prices 
stop simply makes supplies unobtainable. 

* 


Possibly this does less than justice to His Majesty’s Govern- 
ment. But appearances are against them, and until they explain 
themselves, the public can only judge by appearances. The 
recent breakdown of the Danish negotiations and the disappoint- 
ing totals agreed on in the agreement with Ireland suggest that 
the British Government have taken as their guiding principle 
that, since prices to the consumer must henceforward reflect any 
increase in price to the producer, the latter must at all costs be 
prevented from rising. The old Cost-of-Living Index, the Red 
Flannel Standard, may be dead and discredited, but. its ghost 
still gibbers in the corridors of Montagu House and Portman 
Square ; and the hungry British public is, by its negotiators, 
represented as preferring to spend its money—sterling, not 
dollars—on almost anything rather than bacon, butter, cheese 
or milk. If the price of bacon rises because the expensive Danish 
product now forms part of the supply, consumers will indeed 
have less money to spend, after buying their week’s ration ; but 
the ration will be larger, or, at the least, safeguarded. Is the 
national stomach really so well filled that non-food expenditure 
should be given this assumed priority ? Is Sir Stafford Cripps 
sure that he is defending the stomach, and not the purse? It 
would indeed be the height of absurdity if the end product of 
the subsidy system, originally devised so largely to maintain 
nutritional standards, were to be an all-round lowering of those 
standards even beyond what world shortage and dollar diffi- 
culties make necessary. But if the prices stop and the subsidy 
stop are both held sacrosanct, that is just what will happen ; 
will happen, moreover, not only through the cutting off of 
possible European imports, but through a head-on collision 
with the Government’s own home agricultural policy. 

There are, fortunately, signs that the Government is aware 
of this paradoxical possibility. Sir Stafford Cripps’s allusions 
in his speech in the Budget debate were rather enigmatic than 
otherwise, but a policy of concentrating subsidies on the most 
essential basic foods, while reducing or abolishing them on the 
rest, was at least adumbrated. If eggs, bacon, sugar, tea and 
oils and fats were all deprived of subsidy (to take one possible 
combination) there would become available a saving of some 
£115 million, which could be used either to keep the prices 
of wheat, butter, milk and some of the “ protective foods ” stable 
in the face of rising producer prices, or else to neutralise the 
high prices paid for marginal supplies. 

As with state trading, so with subsidies, and so with price 
policy, the conclusion to be drawn from current events is that 
the time has come—came, indeed, long ago—to re-draw the 
frontier between the domain of rigid and detailed control and 
that of the normal price mechanism. The question is of degree, 
not of principle. The one certainly wrong policy is to take 
refuge from thought in mere immobility, like a mule standing 
with all four legs rigidly planted because it cannot make up 
its mind which to lift first 





950 


Eastern Europe Since Tins 


HE eight months which have passed since President Truman 
promised aid to Greece and Turkey have brought a marked 
tightening of the Russian and Communist grip throughout 
Eastern Europe. The series of pacts between Danubian States 
resulting from the recent journeys of Marshal Tito are its latest 
phase. With the Four-Power conference deciding whether 
Europe is to be finally divided between West and East, now is 
a good time to examine the recent development of the “ iron 
curtain” countries which form the advanced base for Soviet 
policy in Germany. 

In Jugoslavia and Bulgaria, at the beginning of this year, the 
opposition was already powerless and the governments were 
firmly controlled by the Communists. Since then the policy has 
been to exterminate the remnants of opposition and to deter 
Jugoslav and Bulgarian subjects from having even social rela- 
tions with foreigners. This was the purpose of the series of 
trials, of which the most important were, in Bulgaria, those of 
the Agrarian Petkov (who was executed) and of the Republican 
(“ Zveno ”) General Stanchev (who was sentenced to life impri- 
sonment) and in Jugoslavia those of the liberal Slovene 
Professor Furlan (death sentence commuted to life imprison- 
ment) and of the Serb left-wing Agrarian Dr Dragoljub Jova- 
novice (nine years’ imprisonment). Study of the evidence pub- 
lished at the trials shows that, with the possible exception of 
General Stanchev, none of the accused was in any way 
Gangerous to the regimes. Their only crimes were that, in par- 

{lamentary speeches or private conversation, they criticised the 
Communists, and that they sometimes met persons from the 
West. The new regimes have decided not to be content with 
the ; actice of the prewar dictatorships of the Right in Eastern 
Europe, which allowed hostile talk but suppressed all hostile 
activity. They have preferred the more “ modern ” and thorough 
totalitarianism of Moscow. 

In Rumania the same result has been achieved, starting from 
a situation in which slightly more freedom existed. The opposi- 
tion Peasant Party was suppressed and its leaders, including Dr 
Maniu, were arrested and sentenced to long imprisonment. At 
the same time the two important shades of opinion within the 
Government coalition which differed from the Communist Party 
—the Socialists and the “Tatarescu Liberals ”*»—have been 
liquidated, the former by forced fusion with the other 
“ workers’ party,” the latter by expulsion from the Cabinet by a 
vote of no confidence in parliament. In Poland Mr Mikolajczyk 
has fied. Some of his close collaborators have been arrested 
(after the Czechoslovak Government, to its shame, had handed 
them ovér) and the Peasant Party’s name and organisation have 
been taken over by one of the numerous left wing rumps which 
the Communists have succeeded in detaching from it. Within 
the government, however, the Socialists have at least succeeded 
in maintaining their independence. Neither the rank and file of 
the Socialist Party, nor even all its present leaders, wish to 
merge themselves in a “ workers’ unity.” This would simply 
mean the conquest by the Communist power clique of an 
organisation with sixty years’ history of which it has some reason 
to be proud. 

The situation in Hungary is similar, though things are, from 
the Communist point of view, still less advanced towards “ the 
only true democracy,” During the,spring and early summer the 
once powerful Small Farmers’ Party was successfully split and 
purged, At the. August clections i it received 25 per cent of the 
poll Gn contrast to 60 percent in 1945), and its present, leader- 
ship is subservient enough .to satisfy the Communist. Rakosi. 
But about a third of the votes were given to three parties stand- 
ing to the Right of the government coalition. Since then one of 
these, the Hungarian Independence Party, has been suppressed 
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and its leader Mr Pfeiffer has left the country. Within the dai 
tion the Socialists remain, as in Poland, nominally independent, 
Their leader Mr Szakasits has recently made a speech 
“fusion,” arguing that, if this were carried through, “ valuable 
masses ” among the workers would not follow the Socialist 
leadership, and thus workers’ unity would, in fact, become 
weaker, not stronger. 

The key country of the whole region is Czechoslovakia. Thete 
very far-reaching economic and social changes have so far beeq 
combined with very considerable political freedom. During the 
last two years the rule of law has, in fact, been restored. Ye 
the Czechs cannot yet afford to be complacent. The public 
humiliation inflicted on them by Moscow in July, when their 
Government was compelled at the last moment to withdraw ity 
acceptance of an invitation to the Paris Conference on the Mar 
shall offer, caused something like a panic. Since then there have 
been several signs that the Communists and their Russiag 
patrons are planning the Gleichschaltung of Masaryk’s republic, 
The draft five-year plan announced by the Prime Minister early 
in October makes it clear that the structure of Czech industry is 
to be transformed, at great economic risk, in order to make 
Czechoslovakia a source of supply to its eastern neighbours and 
to break its connections with the West. The political strategy 
of the Communist Party is more and more clearly determined by 
the desire to obtain a §1 per cent majority in Parliament, so that 
it may override the other parties which have been until now its 
loyal partners in the “ National Front” created at the end of 
the war. 

In this connection the position of the Social Democrats is 
of decisive importance. They have for more than a year shown 
increasing impatience with Communist policy. The Com 
munist attacks on the person of their new chairman, Lausman, 
show that the party is still defending its independence. The 
foundation of the Cominform can hardly have reassured them, 
but it may be expected that pressure from the Communists 
for “ fusion ” will now greatly increase. 

The recent crisis in Slovakia is another sign pointing in the 
same direction. The Slovak Democrat Party closely resembles 
the Small Farmers’ Party of Hungary before it was purged. It 
is a hotch-potch of peasants, tradesmen, officials and profes- 
sional men, many of whom can rightly be accused of having 
had friendly relations in the past with people who might fit 
into a rather wide definition of “ Fascists.” Intrigues of various 
members of the party with exiled right-wing nationalists ate 
being exploited by the Communists to disrupt the party and 
to engineer a majority for themselves in Slovakia—(at the 1946 
general election they won 30 per cent and the Democrats 60 per 
cent). The struggle has ended for the time being in a draw, 
but it will be resumed. In their manoeuvres in both Slovakia. 
and the Czech lands the Communists are making great use of 
extra-parliamentary pressure by the trade unions, which are 
under their firm contrel. They will not stop at civil wari 
their Kremlin patrons give the word. It should not be. for 
gotten that, though Czechoslovakia is mostly surrounded by. 
Soviet-occupied or Soviet satellite territory, it also has a frontiet 
with the American zone of Germany. Czechoslovakia today: 
is, as much as France and perhaps more than Italy, a = 
sector in the west-east battle for Europe. 
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It emerges from this brief survey that, while their presta 
regimes last, the Balkan countries at least are lost to the West; 
Political barriers seem likely, for, the present, to ied all 
but an insignificant trickle of trade westwards ; Western cultu 
influence i is rigorously excluded, and for Balkan citizens per 
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contacts with Westerners are deadlier than the plague. Under 
their present regimes these countries are being rapidly 
sovietised. They are now in approximately the same stage as 
was Russia under the New Economic Policy of 1921. The 
oid rulers—landowners, big industrialists and high-ranking 
bureaucrats—have been liquidated as a class, the “ commanding 
heights ” of the economy have been taken over by the State, 
and the Communist Party has a monopoly of political power. 
On the other hand in agriculture, and to a lesser extent in 
commerce, a middle class still exists. The next stage—the 
liquidation of this middle class by collectivising agriculture and 
by concentrating commerce in the hands of state-controlled 
co-operatives—has yet to come. But that it will come there 
is little reason to doubt. The fact that these countries have 
not yet adopted Stalinist institutions in every field should not 
be allowed to disguise the fact that they are closely and con- 
sistently copying the Soviet model. 

Politically, then, Jugoslavia, Bulgaria, and Rumania are one- 
party states—and the same is true of Albania. There the 
secret police is supreme, and education consists of the un- 
ceasing repetition of moralising slogans. Economic policy is 
based on vast plans of construction, which dazzle on paper but 
the realisation of which depends on the skill of workers and 
engineers and on the proportion of national resources which 
can be directed from the maintenance of armies and police 
forces. 

Those who believe that the Soviet Union had before 1941, 
by the use of mass industrialisation, collectivised agriculture 
and a penal labour force running into millions, “ solved” the 
problem of rural overpopulation which was the curse of Eastern 
Europe between the wars as of the empire of the Czars, and 
that the Soviet Union as a “ peace-loving socialist State” is 
bound to be generous in trade with “ popular democracies,” 
will be optimists for the future. Those who take a more 


NOTES OF 


M. Thorez Licks his Wounds 
When the concerted attack of the French Communists and 
trade unions began last month, it was compared in these columns 
to the Ardennes offensive launched by Hitler in December, 1944. 
Had it succeeded it would have prolonged indefinitely the battle 
joined in western Europe for and against the Marshall Plan ; 
now that it has failed, the Communists fall back weaker than 
before but still strong enough to continue the struggle from 
prepared positions. There must be no premature jubilation, such 
as M. Bidault has allowed himself. engines 
The calling off of the general strike by the Confédération 
Générale du Travail was timed to avoid a split between 
its moderates and extremists, and to deprive the French people 
and the world of the chastening sight of the general strike col- 
lapsing through weariness, dissension and perhaps even fear at 
firmness shown by M. Schuman’s government. Moreover, 
the strike had failed in its three main political objectives: to 
show working class solidarity against a centre government, to 
kill interest in the Marshall Plan, and to provoke the Right into 
violence. General de Gaulle sat tight. M. Schuman took the 
powers he needed and used troops without allowing any shooting. 
In a confused, individualist way French men and women have 
been making their choice between orderly protest and hooliganism, 
between the claims of the democratic republic and those of the 
Communist caucus in the trade unions, In hundreds of thousands 
of cases it has needed great personal courage to resist strike pickets, 
to carry on work in face of intimidation by such gangs as seized 
control of St. Etienne.. But much work has gone on, if sporadically 
and in patches. Through all the violence and exasperation the 
men in the generating stations kept going, producing over 80 per 
gent of the normal power supply. M, Schuman owes his victory 


to the common sense of the common man. 

it may -be that the major Communist effort has yet to come ; 
but it-can hardly be delivered before the forces scattered in the 
abortive general strike have been rallied and regrouped, That 
delay should give time for the government to make further prep- 
arations against. violence and to widen the split which is beginning 


951 


sceptical view of the Soviet past wiil doubt whether, even if 
peace fasts a generation and there are no internal political 
troubles, these vast economic problems can soon be brought 
near to “ solution.” : 

In Poland, Hungary and Czechoslovakia things have not, or 
not yet, gone so far. The western Powers can still hope to 
trade with them on a useful scale, and they can still keep con- 
tact with their democratic friends, provided that they do not 
compromise them; provided in particular that Americans 
resist the temptation to treat Socialists as “ expendable,” by 
forcing them into positions and tactics which they are neither 
Strong nor determined enough to maintain. Yet, even so, it 
should be understood that this situation is anything but durable. 
At any moment the Russians and Communists can suppress 
the remaining liberties in these three countries ; and as soon 
as they feel that suppression will not be dangerous to them, 
they will do so. 

Unless something happens to loosen or break the Russian 
grip, the sovietisation of Eastern Europe, with its. 80 million 
people, is certain. By the “ Russian grip” is meant the 
presence of Russian armies in eastern Germany and Austria, 
and the control by Communists of the military and police 
systems of the East European countries. The grip will not 
be quickly broken by Western commercial or cultural influence, 
nor by protests at judicial murder. Even the attraction of a 
successfully working Marshall Plan would have little effect in 
countries held down by such overpowering force. In the short 
run, the grip will be broken only if the Kremlin can be con- 
vinced that to maintain it will bring more danger than 
advantage. 

In the long run, the decisive factor may well be the nationai 
pride and independent spirit of the Poles and Czechs, far stronger 
and long in memory than anything the Soviet rulers have en- 
countered in the republics of their Union. 


THE WEEK 


to appear in the central trade union organisation. But time is one 
of the things the French economy cannot afford. In spite of the 
assurances given to Mr Dulles by M, Monnet, tnere can be no 
doubt that serious damage has been done by a month’s civil strife; 
Stocks and resources are low, transport has been working in fits 
and starts, and by the beginning of this week it was estimated 
that France had lost two million tons of coal, 400,000 tons of 
iron ore, and 175,000 tons of steel. Foodstuffs have gone bad in 
the ports and cargoes of raw materials have been delayed or 
diverted. All now depends on the success of M: Mayer’s efforts 
to find a new level at which wages and prices can be balanced for 
the winter, and on M. Schuman’s campaign against the black 
markets and the “ saboteurs of the people’s food.” 


. . * 
Congress Against Time 


It is difficult for men and women in Europe, waiting in 
desperate anxiety for food and supplies, to realise what a revolu- 
tion has taken place in American thinking since March this year. 
To them, relief seems to be coming at a snail’s pace, but to get 
a proper perspective they need to turn back to the American 
attitude to foreign aid in the’ spring and summer. In April and 
May, it took weeks of fantastic argument and endless debate to 
prod 400 million dollars’ worth of aid for Greece and Turkey 
through Congress. Later—as late as August—it was seriously 
thought that once the British ended the convertibility of sterling, 
the remaining $400 million of the Loan could not be unfrozen 
without specific Congressional approval. Today the whole:tempo 
has. changed, The $400. million have been released by a simple 
exchange of letters between Mr Snyder and Sir Stafford Cripps ; 
and the Bill asking for an appropriation of $597 million for Interim 
Aid, after passing the Senate in record time, is apparently already 
certain to muster an overwhelming majority in the House of 

resentatives. 

ile admitting the phenomenal increase in America’s sense of. 
urgency, one may still ask whether events in Europe are not. out- 
stripping it. .Few. Americans are aware of how fast the mortal 
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flux of Britain’s foreign reserves still continues. Few have gauged, 
except in general terms, the extent to which lack of food and 
dwindling supplies lie behind the success of the Communists’ 
tactics of disruption. In France, the Government’s only hope of 
fending off further disturbances as the winter advances lies in its 
ability to add something to the worker’s diet. In Italy, too, the 
Government's anti-inflationary policy—described-in a later article 
—cannot succeed unless increased supplies of raw materials arrive 
in time to absorb the growing numbers of unemployed. The latest 
round of disturbances has inevitably reduced the amount of 
deliveries—of coal or other raw materials—which can be made 
from domestic sources in both France and Italy. Their need for 
Interim Aid is now twice as urgent as it was before the strike 
wave began. 

It is this extra need for speed which has yet to make its mark 
upon the mind of Congress, The determination of some Con- 
gressmen to cut the figures for Interim Aid, on the grounds that 
the calculations were faulty, reflects this lack of realism. Equally 
the likelihood that in return for unfreezing the remainder of the 
Loan, the Americans have insisted that Britain provide some £20 
million in dollars for Germany betrays a complete misunderstand- 
ing of Britain’s financial straits. The trouble in America is not 
that people refuse to learn. Few nations have learnt so much in 
so short a time. The trouble is that events outstrip knowledge, 
and that need is always one lap ahead. 

* *x x 


The Parliament Bill 


The Parliament Bill passed its third reading in the House 
of Commons on Wednesday. What will happen to it now, when 
it goes “ to another place ” remains to be seen. One thing, how- 
ever, is already clear; the attempt to revive the controversy of 
Lords versus Commons as a living political issue has so far 
proved a complete failure. The spirit of 1910 has obstinately 
refused to be reincarnated and there have been few indeed to 
“applaud the hollow ghost,” though it is, of course, conceivable 
that the actual rejection by the Upper House even of this dubious 
measure might strike some sparks of genuine public feeling. That 
it could cause anything approaching a conflagration is extremely 
improbable. In these critical days interest in House of Lords 
reform enjoys a very low priority, and taken in isolation from 
this dormant constitutional question, the Bill merely looks like 
a rather disingenuous piece of jugglery. As Sir Arthur Salter 
pointed out in committee it makes a big breach in three of our 
principal Parliamentary traditions; as a Constitutional measure 
it has been smuggled in by a sidée-door without previous discus- 
sion ; it is retroactive, and it has been introduced with a special 
purpose of applying to a particular case, for the Government has 
completely failed to disguise the fact that its real and perhaps 
only raison d’étre is the coming Iron and Steel Bill. 

In these circumstances it was scarcely to be expected that the 
third reading debate would make any notable contribution to the 
philosophy of the Second Chamber. The Home Secretary 
endeavoured to defend the Bill on the ground that the machinery 
of Parliament was too slow for the exigencies of modern democracy 
and that therefore delaying powers should be curtailed. But this 
argument will hardly carry much conviction when the spate of 
complicated and controversial legislation introduced by the 
present Government is considered. Mr Butler had an easy reply 
when he pointed out that the Bill solved nothing and only limited 
the suspensory power of the Upper House for opportunist 
motives. Whether the ideal limit for those powers should be 
one year or two, or even five, may. be open to argument. The 
fundamental objection to the Bill lies not so much in what it 
does, though that may be mischievous enough, as in the way 
in which it does it. . The casual introduction of constitutional 
changes is a vicious precedent, and one which might not always 
redound to the benefit of the “ progressive ” party. 

* * * 


Priorities in Overseas Development 


The Committee stage of the Overseas Resources Development 
Bill was concluded last week after only four days’ discussion ; 
of these by far the greater part was taken up with the implications 
of the Minister of Food’s entry into colonial development through 
the activities of the Overseas Food Corporation. On this the 
Opposition was on firm ground, and it was a pity that Mr 
Strachey quite unjustifiably twisted some of the arguments to 
make the issue appear as a contest between private enterprise 
and the public corporation. ; 
The result of this distortion was that some of the points made 
by the Opposition were never answered. In spite of protestations 
OT te Strachey and Mr Creech Jones, it seems certain that the 
stry of Food would never have entered the colonial picture 


THE ECONOMIST, December 13, 1947: 


at all had it not been responsible for the inauguration i 
East African groundnuts scheme. But what neither of - 
answered convincingly was the question of how priorities are 
be determined, There is, first of all, the question of pricritin 
of capital investment in this country and overseas. Can 

this time, asked Sir Arthur Salter, afford capital investment, that 
is, export capital goods, to Australia and other Dominions 
projects in which are the main justification of the establishme 
of the Overseas Food Corporation under the Minister of Fog 
when we have no responsibility for them as we have for the 
colonies? In the colonies themselves, who is to settle a question 
of priorities between a public corporation and private enterpsi 
or between the Overseas Food Corporation, responsible to the 
Minister of Food, in one colony and a public corporation, respon. 
sible to the Secretary of State, in another? It was pointed oy 
in Standing Committee, and admitted by Mr Creech Jones, thet 
the overriding priority given to the groundnut scheme had caused 
some dislocation to the normal economy of the area. Ts the 
scheme’s comparative success in recruiting African labour due 
to the fact that it has been drawn from the sisal plantations wher 
it could have been producing sisal for export for dollars ? Would 
it have been better to have allocated some of the railway equip- 
ment sent to East Africa to West Africa, where a shortage of 
rolling stock last year prevented 100,000 tons of groundnuts from 
being moved ? When priority is given to a project initiated by 
the Ministry of Food’s corporation, which means that the chief 
beneficiary is the British consumer, what will be the effect on 
local opinion in the colonies ? 

_ These queries do not detract from the virtue of the main pri 
ciple of the Bill. But it does seem that the implications haye 
not been fully grasped by the Government. In the colonies, no 
less than at home, planning does not end with the establishment 
of a public corporation. 

+ . * 
Indo-Pakistan Agreement 


In a world where diplomatic negotiations between the Great 
Powers are so continually at deadlock that any rapidly achieved 
agreement among independent states is a matter for astonishment, 
it is indeed good news that India and Pakistan have reached agree 
ment on all outstanding issues relating to partition, including 
the division of the armed forces and their equipment. This settle- 
ment does not cover the dispute over Kashmir, which remains 
serious, nor points of economic conflict such as the export duty 
imposed by Pakistan on raw jute sent for manufacture in India 
But, considering how much blood has been shed and how difficult 
the process of partition has been, the scope of agreement is re 
markable. The number of disputable points would have enabled 
Mr Molotov to have stonewalled for ten years. i 

The speed of settlement reflects credit on all concerned, and 
even more on India than on Pakistan, for it is clear that India 
goes to the conference table as the stronger party. The Indian 
Government is under pressure from many of its supporters to 
press its advantages to extremes. For this reason it is now ina 
stronger position, in that it can present the agreement on military 
questions .as its Own work in direct negotiation with Pakistan 
without direction by a British Commander-in-Chief. One may. 
nevertheless, be sure that Field-Marshal Auchinleck made his 
contribution to the successful outcome before his departure, and 
Lord Mountbatten continues to support with his good: offices 
the task of reconciliation. 4 

‘The Kashmir problem is now the most intractable of the issues 
still dividing the two Dominions. Pakistan would probably like 
to withdraw from the adventure if it could, but there are sign 
that the’ situation is largely beyond control from Karachi. Not 
only would Pakistan’s prestige be seriously compromised by any 
action to compe] the raiders to evacuate Kashmir unconditionally, 
but such a finish to the Kashmir invasion would be only 100 
likely to divert Pathan aggression against Pakistan itself, The 
overcrowded, poverty-stricken Frontier and its turbulent tribes 
have hitherto been kept quiet, if at all, by subsidies from Delhi; 
Pakistan cannot afford to keep up these payments, and i 
threatened with the creation of a “ Pathanistan.” The foreign 
Power which has supplied a number of up-to-date weapons 10 
Pathan tribesmen is believed to be interested in this development 
on the Frontier, which would fatally disrupt the settlement of the 
political succession in India reached under British auspices this 


year. ‘ 

It is probable, therefore, that Mr Jinnah, by su ig the 
invasion of Kashmir, hoped to kill two birds with one ee © 
annex Kashmir and to divert the aggressive energies of the 
Pathans away from Peshawar and the Punjab. The outcome has 
not been a happy one for Pakistan, for Indian troops have repelled 
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the invaders from Srinagar, while Pathan jooting has turned many 
ir Moslems against the Karachi Government. But if the 
tribesmen come back from Kashmir, where do they go next ? 


x * x 


Far Eastern Cominform ? 


There have been several press reports of a conference of Far 
Eastern Communist parties supposed to have been held in Harbin 
(now under the control of the Chinese Communists) between 
November 20th and 27th. It is said to have resulted in the 
establishment of an organisation in Vladivostok corresponding to 
the European Cominform in Belgrade, and to have been attended 
by Communist delegates from the Soviet Union, Mongolia, China, 
Korea, the Philippines, Indonesia, Malaya and Burma, but not 
fom Japan. In contrast, however, to the formation of the 
European Cominform, which was given full publicity from the 
Soviet side, there has been no similar publicity for the alleged 
Harbin conference and it seems doubtful whether any organisa- 
tion similar to the European one has in fact been set up. But 
there can be no doubt that Communists are at present very active 
all over the Far East from Manchuria to Java, and there is no 
reason to suppose that the preoccupations of Mr Zhdanov and 
Mr Malenkov with the affairs of France and Italy are so ex- 
clusive as to make them miss any chances of causing trouble for 
Mr Marshall in Further Asia. 

In this connection some figures recently published in Moscow 
by the magazine Party Life on the membership of Communist 
parties ate of considerable interest. According to these figures 
the two largest parties outside the Soviet Union are those of 
Italy and China, with over two million members each. Next 
come the Czechoslovak party with 1,125,000, the French with 
1,000,000, the Polish and Hungarian with 800,000 each, the 
Rumanian with 700,000, the Bulgarian with 500,000 and the Jugo- 
slay with 400,000. Japan is credited with 100,000 party members, 
while poor, backward Britain only has 43,000 of these creatures. 
That Italy has the largest Communist party in the world outside 
Russia is a fact (assuming the figures to be correct) which is not 
generally recognised ; that the Chinese Communists are numerous 
is perhaps better appreciated, seeing that they are able to carry 
on a civil war, but their place on the statistical list may neverthe- 
less cause some surprise. There is a belief, widely held in this 
country and the United States, that the Chinese Communists are 
“not really Communists ” because they do not socialise industries 
where there are no industries to socialise. But in their attitude 
to all possible Marshall Plans in east or west the Chinese Com- 
munists’ attitude is all that any Cominform could desire. 


* * * 


Agricultural Criticism 


The debate on agriculture in the House of Lords threw up 
few new facts. Some of the criticism pointed at the Government 
for giving insufficient attention to agricultural requirements is 
misdirected. Agriculture has been given a reasonably high 
priority in the capital investment programme. Increased alloca- 
tions of steel for agricultural machinery were recently announced. 
The building of new houses is proceeding, if anything, faster in 
tural than in urban areas; and consultations now take place 
regularly between the local authorities and the National Farmers’ 
Union on housing needs. For the Government, Lord Huntingdon 
was able to state that 30,000 Poles and European workers and 
10,000 German prisoners remaining as civilians should be avail- 
able for next year’s harvest. This will fill two-thirds of the gap 
left by the repatriation of German prisoners. The remaining 
labour, however, must be recruited at home ; and it is true enough 
that houses are not going up nearly fast enough to accommodate 
it The problem might be overcome if only the Government 
would restore grants for the reconditioning of rural cottages ; 
and, owing to the special need for labour over the next year caused 
by the removal of the Germans, there is a strong case for giving 
tural areas much more than their fair share of new houses as a 
temporary expedient. 

Thus ne further steps the Government should take to 
expedite the programme of agricultural expansion. But its mar 
defect is not that it is inattentive to agriculture, but that it is 
unselective in its methods of encouragement. The policy of rely- 
ing on high prices to stimulate production will prove, in the 
long run, and perhaps in the short run, too, to be a blunder. 
Selective subsidies for the re-equipment of farms, the restoration 
of the reconditioning grant, a full and bold use of the Agricultural 
Land Commission (whose composition, under the chairmanship 
of Sir Frederick Burrows, was announced this week), and possibly 
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a temporary reintroduction of compulsory crepping orders to safe- 
guard the supply of potatoes and cereals—these are some of the 
measures that would get results. 


* * * 
Welsh Progress 


True to its promises, the Government has issued a com- 
pendious White Paper, setting out the work of its departments in 
Wales over the last year (H.M.S.O., Cmd. 7267, 2s.). This is the 
substitute attraction for the appointment of a Welsh Secretary of 
State, which was demanded a year ago by many of the Welsh con- 
tingent in Parliament and which, on the whole rightly, was refused 
by the Government The White Paper is, speaking generally, a 
useful and detailed progress report, of considerable value to any 
serious student of Welsh affairs. It also suggests that co-operation 
between the departments over Welsh matters has been fairly 
effective. The primary aim of Government policy has been to 
restore Wales’s economic prosperity—to stop the drift of labour . 
to England, to diversify industry in the coalfields, to increase the 
volume of trade handied by the Welsh ports, to raise the pros- 
perity of hill farming, to revive the slate industry in North Wales ; 
and some progress has been made towards each of these objectives, 

The volume of unemployment has been reduced during the 
year from 8 to 6 per cent—and many of those still not absorbed 
are unemployables, the sad legacy of the great depression of the 
thirties, During the year 39 factories in the Welsh development 
areas (half of them Government-financed) have been completed 
and occupied, and a further 145 schemes are under construction, 
though how these will fare under the capital cuts remains to be 
seen, After the programme is completed, Government factory 
building will be mainly confined to providing male employment 
in a limited number of different places. 

Many other activities are recorded, such as a start on the clear- 
ance of derelict sites. Some of the Government’s measures accord 
better with social than with economic criteria, and the desire to 
make amends to Wales for its sufferings of the past ranks high 
in the programme. But it would be churlish to make this a point 
of criticism. Wales badly needs the special attention it is receiving, 
and it is to be hoped that of the limited resources available, it will 
continue to get a fair share, 


* * x 


Income Tax in Malaya 


The decision of the Governors of the Malayan Union and of 
Singapore to introduce an income tax against the advice of their 
Advisory Councils has caused a storm of protest among com- 
mercial interests in Malaya and a fall in Malayan rubber and 
tin shares on the London Stock Exchange. The fight is not a 
new one. In 1920, a war tax was converted into income tax 
and reimposed in 1921-22, but in 1922 a proposal to retain it for 
peace time purposes had to be dropped owing to the strong 
opposition. In 1941, income tax* was again introduced for war- 
time purposes, but it had to be re-enacted annually, and the 
legislation lapsed with the Japanese occupation. 

The proposed basis of tax is 20 per cent on companies’ profits 
and a progressive rate of 3 to 30 per cent on individuals. By 
British standards it is not, therefore, a stiff tax—though suff 
enough by other comparisons—and the long history of opposition 
to income tax shows that its critics are prompted more by fear for 
their pockets than, as they claim, by wounded pride, because the 
tax is imposed just before the new constitution, giving an appre- 
ciable measure of responsible government, comes into force. On 
economic grounds there is a great deal to. be said in favour of the 
tax. Malaya, in common with other colonies, has always been 
cursed with revenue which fluctuated in accordance with 
world prices of its export commodities. It was more 
fortunate than most because it was more prosperous than most, 
and was consequently able in bad years to maintain its 
comparatively high standard of social services out of surpluses 
accumulated in good years. But neither in Malaya nor elsewhere 
is it justifiable that social services should be financed in this 
haphazard manner or that the burden of them should be met 
by indirect taxation on necessities. Including the Far Eastern 
territories, there are only ten colonies where no income tax is 
levied, and of these ten Hong Kong now has the necessary 
legislation. The business community may have a genuine griev- 
ance about war damage payments, and they have every right to 
ask that the introduction of an income tax should be accom- 
panied by considerable pruning of the cost of Government service, 
which is very overloaded. But on the main issue they will show 
themselves short sighted and narrow minded if they ist in 
their -opposition. Income tax in Malaya is twenty-five years 
overdue. , 
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Union of Danubian Republics ? 


Marshal Tito has lately shown as much energy in burying 
the hatchet as he once showed in brandishing it. He has visited 
two ex-enemy countries, Bulgaria and Hungary, and is shortly 
to visit a third, Rumania. So, in the system of alliances covering 
the Soviet zone of Europe, the ex-enemies are to play their role 
side by side with the ex-allies Poland, Czechoslovakia and 
Jugoslavia which concluded alliances with one another and the 
Soviet Union last year. 

Much of the speculation which has followed Tito on his 
journeys is irrelevant, whether or not he is a rival with Dimitrov 
for future presidency of some Balkan federation. That the 
initiative towards closer ties in eastern Europe should come from 
him 3s natural, for Jugoslavia is the only ex-ally country having 
a common frontier with all three ex-enemy Danubian states. If 
there was public diplomacy to be done, it was more befitting to 
the dignity of the world Communist hierarchy that the first 
‘gestures should Ke made by a small “ people’s democracy ” than 
by the giant Soviet Union itself. 

The Jugoslav pact with Bulgaria was drafted during the summer 
visit of Dimitrov to Tito in Bled, and now comes into force. 
It is the most important of the new alliances, because it affects 
an area which adjoins the “western imperialist sphere "—the 
northern frontier of Greece. The Jugoslav communiqué 
announcing the pact specifically stated that the two states would 
together oppose the activities of the United Nations border com- 
mission (whose staff have begun work). The Jugoslav pact with 
Hungary is of less immediate importance; but it is perhaps 
intended as a hint to Czechoslovakia that if it does not make 
quicker progress towards eliminating “reactionary western 
influences” in its political life, the sympathy shown by the 
“eastern popular democracies” and their Soviet patron for the 
Czechoslovak point of view about Hungary’s northern frontier 
may cool. 

A Hungarian pact with Rumania is expected to result from 
the recent visit of the Premier to Bucharest, undertaken in reply 
to M. Groza’s trip to Budapest in the spring. Finally Jugoslav- 
Rumanian and Rumanian-Bulgarian pacts are promised. Here 
there are few political obstacles to be overcome and they therefore 
have less significance. 

Is this system of alliances part of a blueprint for a future Union 
of Danubian Soviet Republics ? Or for the incorporation of the 
Danubian states—with or without Poland and Czechoslovakia— 
in the Soviet Union? Prophecy is dangerous, but it seems 
unlikely that the blueprint stage will be passed until political 
bolshevisation—now nearing completion almost everywhere—has 
been followed by social and economic reconstruction on the 
Soviet model, which is still far off. But these pacts show to what 
an extent the Russians have consolidated in eastern Europe a 
political and military base for operations further west. 


* * * 


Germans in Blinkers 


During the herring-chasing that has occupied the Foreign 
Ministers this week, Mr Molotov dragged one particularly savoury 
morsel across the path of negotiation, and incidentally misled 
the Daily Worker into voicing the complaints of German 
capitalists. It is alleged that big profits are being made out of 
the sale abroad of German coal: it is being sold at 32 marks a 
ton, but the Germans are paid only 12 marks. In other words, 
Bizonia’s coal is fetching $10 a ton, of which the Germans 
receive only the equivalent in marks of $3.60. Mr Molotov scents 
a scandal. 

In fact, the joint export-import agency of Bizonia and the 
parallel authority in the Soviet Zone use the same pricing 
methods: world prices in dollars or sterling are charged for 
exports, and the German manufacturer receives in marks the 
pegged 1938 price. In addition, both authorities have recently 
allocated to the Germans a small percentage of the foreign ex- 
change earned so that they may purchase raw materials and in- 
centive goods for their employees. So Mr Molotov can hardly 
have been interested in anything but the propaganda possibilities 
of his inquiry, which fitted neatly into a widespread campaign, 
managed from Berlin, by which German economists, industrialists 
and politicians in the West are being misled. 

The leading economic journal of western Germany, the 
Handelsblatt of Duesseldorf, has been playing its part. Recently 
it demanded that the proceeds of exports should be handed to 
Germans for immediate use in importing raw materials. It 
alleged that not more than 10 per cent of export earnings come 
‘back to the German economy, that coal and timber alone were 
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earning $20 million a month, and that import licences tg 
value of $25 or $35 million a month could be granted wih 
more ado. This is to ignore the Category A imports of food, 
fertilisers and seeds which are presented gratis to the German; 
at a cost of $700 million a year; the Berliner Zeitung refers to 
them as “negligible quantities of rubbishy food.” Ir ignore; 
also the sum of nearly $4,000,000 a month spent on m 
clothing. It overestimates the proceeds of coal and timber expory 
Such dishonesty is not unusual in the German press. 

It is true that there has been a great discrepancy between th 
totals of exports and imports. To the end of September exports 
for 1947 amounted to $1354 million, while the value of nop. 
essential (Category B) goods was only $25} million. But ty 
blame for the discrepancy must be laid at the doors of th 
German economic authorities in Frankfurt, who have 
incapable of using fully the working capital placed at their 
disposal for imports. It is for them to draw up import g¢he. 
dules ; the Allied agency merely assists procurement. Unf. 
tunately, experienced and enterprising officials are rare, and the 
Frankfurt bureaucrats are caught in the toils of red tape. 

The outcry against the British and Americans will grow 4 
exports grow. For September they were up to $28 million, 3 
per cent of all contracts being with firms in American-occupied 
Bavaria, the black sheep of the states in most other economic 
matters. But that record figure will have to be multiplied six 
times before Bizonia’s exports and imports will even look like 
balancing. And to achieve that result will need the full @ 
operation of German manufacturers, who must not be misled 
by mischievous rumours about Allied profiteering on the side. 
Propaganda aga:nst the occupation authorities in Bizonia is being 
given too much rope. 


* * * 


Land for the Services 


The promised White Paper on the armed forces’ require- 
ments for land in Great Britain (Cmd. 7278. 4d.) does not specify 
the actual areas which are to be permanently retained for mili 
tary training, airfields and associated purposes. The locations 
have not yet been finally settled. It does lay down the total area 
which will be required, which is put at just over a million acres, 
This compares with the training area of over eleven million acres 
held by the services during wartime and with that of 2500 
acres held before the war ; and it represents less than 2 per centof 
total land area. On the face of it, this seems a reasonable com- 
promise. Two-thirds of the land is needed for actual training, 
mostly by the army ; and it is expected that only 8 per cent of 
this land will be lost to agriculture (apart from, presumably, some 
interference with rough.grazings). The arguments against training 
more men overseas are cogently stated. 

While, however, it is difficult to criticise the total land needs 
of the services, now that at last they have been agreed, the 
detailed choice of locations still gives cause for anxiety, Only 
40 per cent of the land wanted for training already belongs to the 
services, and, in addition, the public will encounter new obstruc- 
tions, such as the stopping-up of roads on old training grounds. 
The procedure laid down for the selection of individual areas 
seems, it is true, to be eminently reasonable. It comprises, first, 
a regional consultation between the Ministry of Town and 
Country Planning and local interests and amenity soc.cties, then 
an examination of the proposals by an inter-departmental com- 
mittee, and finally (if there are objections) the holding of a local 
inquiry by an inspector of the Ministry. The inquiry can, how 
ever, be cut out for reasons of security—it is to be hoped this 
will not happen often. Despite the fairness of this procedure, 
there are signs that the services have an undue preference for 
certain areas, such as Wales, and too little inclination to take 
themselves to the remoter parts of Scotland. In addition, the 
Government’s refusal to recognise as binding its wartime promises 
to reinstate certain dispossessed inhabitants is bad statesmanship. 
However, the White Paper does at least show that decisions over 
service training are not to be arbitrary and unexplained ; and it 8 
up to the Government to see that a like democratic spirit infuses 
the local inquiries and decisions. 


* * * 


1851-1951 


_ Last year’s decision to drop the project for a World Bx 
hibition in London to commemorate the centenary of the Great 
Exhibition of 1851 was the only one possible. No successor to the 
Crystal Palace could find a place in the present capital programme, 
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Last week’s announcement that there would, after all, be a token 
exhibition, a National Display “ illustrating~the British con- 
tribution to civilisation in the arts, science and technology” marks 
a brave determination not to be beaten by adversity. ~. Whether 
it is a good decision or not depends on whether the hair-line 
distinction is unswervingly kept in view between the small-scale 
and the skimpy, between the token representative of genuine 
resources which cannot just now be spared for the shop-window, 
and the merely and wholly ersatz. Which the display will 
exemplify, time will show. Certainly it should be a guiding rule, 
for each of its component parts in London and elsewhere, that 
only the best is any use at all. For the second-best, however 
gallantly attempted, there should be no room, The temptation 
should also be resisted to cover up any shortages of contemporary 
achievement by overmuch reliance on the glorious past. In so 
far as the displays are genuinely concerned to show a century 
in perspective, the historical emphasis has its place ; but it would 
be lamentable if the general effect were to be that of a beautifully 
composed and informative obituary notice. 

Nothing in Mr Morrison’s announcement in the House of 
Commons, or in the singularly harmonious debate which followed, 
suggests that anything but the highest standards both of quality 
and of contemporaneity would be aimed at. The danger is that 
under the really appalling difficulties which can be expected to 
characterise the period between now and 1951 those standards 
might be imperceptibly lowered, that those who have under- 
taken to put on a show somehow may feel that that show must 
go on, even if it is obviously turning into an amateur charade. 
With a project consisting not, as in 1851, of one central under- 
taking focused under a single guidance, but of a large number 
of widely dispersed activities, there is all the greater danger. 


Shorter Notes 


The British people’s attitude to aliens is not as a rule so 
generous that the passage through Parliament of the Medical 
Practitioners and Pharmacists Bill should be allowed to take place 
without comment. During the war, by a defence regulation, 
doctors from certain territories—mainly refugees—were allowed 
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to practise in this country, under restricted conditions, without 
having to obtain British qualifications. The Bill regularises their 
position by enabling them, and certain other categories, to practise, 
without restrictions, when~the defence regulation has lapsed. 
This is a liberal measure from which the usual trade union spirit 
is happily absent, and the British Medical Association is to be 
congratulated on agreeing to it. Will not the dentists now show 
a similar generosity ? 


The announcement that a small committee is to be set up to 
inquire into the black market in meat and poultry—in officialese 
“the methods by which livestock, poultry and meat... may be 
finding their way into consumption outside controlled channels ” 
—is at least welcome evidence that the Ministry of Food is 
waking up to the menace of the black market in this country. 
It is doubtful, however, whether the committee will be able to 
make any really useful recommendations. So long as the food 
reaching people through the “controlled channels” gradually 
dwindles, so long will they tend to supplement their supplies 
outside them. In this country, the law cannot be enforced unless 
it commands virtually universal respect. And it is that which 
the law relating to food distribution is gradually losing. 


* 


Henceforth women are to be full members of Cambridge 
University. This once much debated issue was passed by the 
Regent House last week without a breath of protest. The only 
conspicuous bar to complete equality is the continued denial of 
proctorial status. Perhaps the necessary declension of the tradi- 
tional tithe was more than the Vice-Chancellor could stomach. 
Egregia procuratrix would be going a little far. 


* 


Christmas currency demands have at last succeeded in largely 
outweighing the special influences now making for a contraction 
of the note circulation. In the week to Wednesday last the total 
expanded by £10.7 million, compared with an increase of £2.2 
million in the previous week ; but even this bigger movement 
was far smaller than that for the corresponding week last year— 
then the expansion was £224 million. 
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Letters to 


World Court Without Work 


Sir,—On my return from New York my attention has been 
drawn-to the fact that in your issue of November 22nd_ certain 
observations appeared referring to the alleged slowness of the 
International Court of Justice in dealing with the Corfu Channel 
case. As these comments may be wrongly construed, and are in 
fact misleading, I think it only fair to point out that there 1s 
nothing in the procedure of the Court to cause any delay in the 
disposal of a case. The suggestion that the Court contributed in 
any degree to the alleged delay is both unjust and incorrect. A 
certain period of time elapsed between the filing of the British 
application instituting the proceedings on May 22nd and the 
appointment of the Albanian agent on July 23rd, but this delay 
was not attributable to the Court, nor had the Court any power 
under its rules to cause the Albanian Government to appoint an 
agent at any earlier date. In fact, the Court promptly made an 
Order on July 31st (which it could not do under its rules until 
the Albanian Government had appointed its agent) fixing time 
limits for the delivery of the Memorial and Counter-Memorial 
respectively. 

Before making this Order the President consulted the parties, 
and the time limits took into account the fact that the written 
pleadings (which must inevitably precede the oral hearing) would 
require considerable time to prepare. The Government of the 
United Kingdom was allowed until October 1st to file its 
Memorial. As the time limits should obviously be equitably 
balanced as between the parties, it seemed fair and reasonable 
to allow a substantially equivalent length of time, ie. until 
December 1oth, to the Albanian Government to prepare its 
answer—the Counter-Memorial. 

The truth is that a case can be tried as speedily before the 
International Court as before any other tribunal, the rate of pro- 
gress before the case is actually heard depending to a great extent 
on the states concerned and not the Court—Yours faithfully, 

Royal Courts of Justice, London HarTLeEY SHAWCROSS 


Transport Next Year and After 


Str,—In the course of an interesting article on “ Transport 
Next Year and After” you refer to the “mass of exceptional 
rates which are the product of road competition and account for 
as much as three-quarters of the merchandise revenue of the rail- 
ways” (my italics): No comparisons more recent than 1935 
appear to be available, but by that year the published figures of 
traffic at standard and exceptional rates showed that while road 
traffic might be the most important cause of new exceptional rates, 
the largest proportion of traffic charged at exceptional rates was 
still to be found in the lower classes (coal and heavy merchandise 
Classes 1 to 6). This indicated to my mind that there were then 
potent causes compelling the grant of exceptional rates other than 
the diversion of traffic to road—the particular circumstances sur- 
rounding the traffic in question. What has happened since we 
do not know, but the point does bear on the exercise. by the 
Commission of the wide powers to draft charges schemes granted 
by Part V of the Act of 1947. 

Ministers in debate repudiated suggestions that they should lay 
down any plan or principle of rate-making to which the Com- 
mission should work. On the Third Reading the Minister himself 
argued that the determination of rates and charges could best be 
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left to discussion between traders and the Commission “efore ‘the 
Tribunal “ as a watchdog for the public.” Even if relieved from 
road competition by their rights to acquire long-distance haulage’ 
the Commission will, I think, still be compelled by the Re 
sentations of traders. In these circumstances I myself shoul 
expect to see a charges system reflecting not that greater sine 
plicity to which the Minister looked forward, but one composed, 
even more than at present, of a mass of rates, each of them 
depending upon the pressures which the interests concerned could 
exert upon Commission and Tribunal. 


Earlier in the same article you remarked upon the difficulties 
of coping with a business such as road haulage, “a sprawling 
affair consisting of 48,000 licensees, most of them small operators, 
and 140,000 vehicles.” Nationalising such an industry would be 
a really heroic enterprise. The Minister, however, opening for 
the Government on the second reading, anticipated a transfer 
on a much more limited scale. The Commission, he thought, 
would need to acquire enly 2,000 to 2,500 undertakings ang 
23,000 vehicles, excluding the 11,000 used by the railways for 
cartage and so on. This is a much less formidable proposal, 
But the Minister’s figures, surely, are surprisingly small ? If they 
are really correct, a long-distance business operating so few 
vehicles must have been run most efficiently indeed to inflict on 
their competitors all the damage with which they are credited, 

I am omitting the “C” licencees, but here again we have no 
decent statistics to go upon. Once again all we know is the total 
number of vehicles—3§0,000 or so on “C” licences, a figure 
which includes all retail delivery vans and others engaged on 
purely local work. The licensing authorities ought to be able to 
ascertain readily enough the broad division between those public 
and private carriers who run long distances and compete with 
the railways and those who do not. The Lord President of the 
Council during the debate made the astonishing statement that 
“all the facts and the arguments are known or can be easily 
ascertained.” As you, Sir, pointed out over a year ago, we know 
practically nothing from official sources. There is no possible 
excuse why we should continue to be left in ignorance and thus 
deprived of the opportunity for informed discussion of this most 
important question. —Yours faithfully, 


The University, Birmingham 


GILBERT WALKER 
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It is a remarkable sign of the changes which have taken 
place in society that some of the upper classes now occupy 
themselves with sewers and cesspools, They become 
auxiliary to scavengers—in some countries the punishment of 
felons. The mode in which this is brought about establishes 
a_ close connection between the extreme classes of society. 
The very poorest become, from foul drains, the prey of 
fever ; from. them fever, with its ghastly aspect, threatens 
the very opulent. They cannot hope to escape a general 
epidemic ; at amy rate they are called on to support the 
sick poor, and they thus become personally interested in the 
preservation of their health. Then the classes which look 
up to the superior classes for a share of honour and of 
wealth, active men of philanthropy and of business, who 
in former times would have been gallant squires to armed 
knights, first huntsmen or first falconers td great nobles, 
become as it were chief scavengers, and undertake tasks 
which, by the same aspiring class a century ago, would 
have been despised and loathed. “ Mr. Chadwick in his zeal 
in this employment,” we are told, “has been riding on his 
brown pony through countless miles of the London sewers.” 
Thus are the most opulent and the most energetic connected 
with the most humble and the most helpless, and all are 
bound together by the chain of one common humanity. .. . 
.. . The supposition that it 1s barely possible some better 
method may yet be found to dispose of the refuse of cities, 
which is both a useful manure and the bases of some manu- 
factures, than by washiag it into the river, should at least - 
inculcate caution in present and future legislation. : . -— 
It is especially necessary, we think, to be cautious when 
the community is afflicted by one disease [influenza], and is 
apprehensive of another {cholera}, ‘not to allow alarm to 
banish reason, and promote to a vast extent that interference 
of Government, which is obviously burdening it day after 
day with a responsibility too great for human bei 
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Books and 


History of The Times 
“The Twentieth Century Test. 1884-1912.’ The Third 


Volume of the History of The Times. Printing House 
Square, 21s. 


As a dramatic narrative of the decline and rise of a great news- 
paper, challenged by novel techniques and wealthy competitors, 
this volume of 850 pages is not quite successful. The central 
theme, which is the transition from the ponderous presidence of 
Buckle to the patient pressure and moody whip-cracking of 
Northcliffe, runs through eleven of the twenty-four chapters. 
But its development is interrupted by long chapters in which the 
world political scene between 1884 and 1912 is repainted from the 
work of such masters as George Saunders, the Berlin correspon- 
dent, Wickham Steed of Vienna, Valentine Chiro! and Mackenzie 
Wallace in the London office. Those slices of history should have 
been assembled in one volume, together with the analysis of the 
paper’s attitude to domestic politics which is so conspicuously 
missing from this volume. We would then have had a continuous 
study of public affairs and personalities, separated from the story 
of Northcliffe’s intervention and of Moberly Bell’s management. 

This said, thanks must be given for fascinating reading matter, 
first-rate writing, lavish scholarship and the majestic margins of 
well-printed pages. Also for the candour with which intrigues 
are unravelled, personalities recreated and financial difficulties 
explained. It was the wrong kind of editorial control and the 
loss of £200,000 or more in Parnell’s suit over the Pigott letters 
that together drove The Times into the arms of Northcliffe. 
Given Buckle’s limited experience and austere character, and 
the temperament and tastes of Chirol, it was inevitable that The 
Times should let the newspaper revolution that was going on a 
quarter of a mile from Printing House Square pass it by. To 
Buckle, editor throughout this period, the important part of the 
heritage he received from Chenery was the institutional character 
of the paper and the political independence won by Delane and 
Barnes. He seems to have been unaware of the enterprise and 
ingenuity that his predecessors had devoted to the collection and 
reporting of news, the improvement of printing and the develop- 
ment of circulation. Consciousness of national responsibility 
became, and long remained, an excuse for turgid and inconclusive 
writing. Business was left to Bell—although Bell was not content 
to leave either news or views to Buckle—and the printer was the 
master of the make-up; he arranged the columns “as he found 
most convenient.” Northcliffe never tired of reminding the “ old 
gang,” the “ black friars,” the men who believed that “ news 
improved with keeping,” that the now “ stagnant” office had once 
set the pace to Fleet Street. 

To read how Moberly Bell fought off the chief proprietor’s 
scheme to associate The Times with the Standard and the Daily 
Express under Arthur Pearson, and how Northcliffe was brought 
in to conduct “ Operation Scotland ”—as the purchase of control 
was called—is to marvel at the devotion and ingenuity put into 
maintaining the standards and prosperity of the Thunderer that 
had ceased to thunder. A great deal was at stake. There was a 
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Publications 


genuine risk that “ X” would play fast and loose with what 
was pleased to call “my hobby”; and once he had made his 
mind that he could no longer achieve his main aims with the 

of Buckle, Bell and Chirol—“ the giant tortoises ”—he had 

all out within a few months ; Bell worked to death at his degk 

A whole chapter is devoted to a fair and brilliant word porprai 
of Northcliffe as he appeared in Printing House Square in agg 
Its main strokes were done by the late Harold Child, prinee o 
“fourth leader” writers. The editorial staff quickly recognises 
the power of their new chief, and the struggle that followed fy. 
tween him and them brought the best out in both sides. Bu he 
became less patient and scrupulous as time passed. As the por- 
trait has it: “ By 1912 Northcliffe’s health, no less than his tase, 
forbade close reading.” He insisted on the first steps being taken 
towards that clear simplicity of make-up that now marks Th 
Times and revived the passion for news gathering by the mog 
up-to-date methods. Without him “the twentieth century tes” 
would not have been survived. 

Yet the paper was full of excellent things, long before “KX” 
was insisting that the manager should use a telephone and answer 
letters promptly. There was a remarkable expert staff of foreign 
correspondents, so well informed at their various posts that a 
diplomatic correspondent in London was superfluous. The 
present patterh of power politics was taking shape as The Times 
staff linked together in long despatches the moves of Russia 
and France in Asia, the weakening of China and the rise of Japan, 
Nathaniel Curzon was proud to be “our special correspondent”; 
and the deaf Bourchier used to have “selected state secrets” 
shouted into his tympanum by Ferdinand of Bulgaria. 

Throughout the book the honours all go to the foreign depart 
ment. Exceptions are the two first-rate and exciting chapters on 
the Jameson Raid and on the Parnell case. Buckle took the 
paper’s policy gently from left of centre to right of centre, but it 
is not revealed in this volume what he thought of the tad 
unions, of Gladstone’s demagogy, of the social revolution, in fact 
of the immense changes that were taking place in the minds and 
circumstances of readers of The Times. 


Shorter Notice 


“Il Sistema Tributario e le sue Prospettive.’’ By Sergio 
Steve, Rizzoli. Milan and Rome, 158 pages. 400 lire, 


Tus study of the Italian taxation system comes as number four in 4 
collection of economic and financial studies published under the 
auspices of the Bank of Italy. Its author is a Professor of Financial 
Science and Financial Law, who has been a member of the Economie 
Commission set up at the request of the Constituent Assembly. The 
book has therefore an authoritative value as a text-book, which analyses 
the traditional structure of the Italian system and the various ex 
pedients introduced to meet extraordinary expenditure ; it indicates 
also the criteria followed by the present Government under the 
influence of the Einaudi school, to which the author belongs, to product 
greater simplification, efficiency and equitable distribution of burdens, 
There can be no doubt of the author’s competence, and the book will 
be of interest to those concerned with comparative study of taxation 
systems or with the financial structure of the Italian State. 
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AMERICAN SURVEY 





The Power to Investigate 
(From Our US Editorial Staff) 


HE power to investigate, the power to hold public hearings, 
is perhaps the greatest of the implied powers exercised 
by Congress. Nowhere in the American Constitution is men- 
tion made of this major function, yet it is the basic process 
by which Congress prepares Bills for legislative action, reviews 
the executive action that ensues under the law, and even occa- 
sionally airs aspects of the state of the nation on which no 
legislation is in process. Hearings are now under way on Euro- 
pean aid ; they will start very shortly on the long-term aspects 
of the recovery plan ; and at an only slightly later date they 
will be the means of scrutinising the results obtained under it. 
But Congressional action in committee on such sober subjects 
has been pushed into the background over recent months by 
two flamboyant shows, staged by the House Committee on Un- 
American Activities and the Senate War Investigations Com- 
mittee. Both have given more comfort to gossip writers than 
to citizens who take at its face value Alexander Hamilton’s 
anticipation of the Congress as “ confidential guardians of the 
people’s rights and liberties.” Popular reaction to the spectacle 
has been sufficient to cause Bills to be introduced looking toward 
regularisation of the committee procedure. 

When control of Congress shifted to the Republicans, there 
was almost audible smacking of lips as the chairmanship of the 
Special Committee to Investigate the National Defence Pro- 
gramme, formerly headed by President Truman, passed to 
Senator Brewster of Maine. It had been an expensive war, and 
it was assumed that, in spite of earnest efforts to avert scandal 
by preventing profiteering, the spending of huge sums by 
government had trailed a dismal fringe of corruption that could 
be turned to political account. 

The result to date has been hardly to the credit of the investi- 
gators. The Senators’ first attempt—to prove that undue in- 
fluence in high places favoured the expensive plans of a pro- 
moter named Howard Hughes to build a new reconnaissance 
aircraft—backfired and hit the Committee chairman. The 
second blast, also aimed at Mr Hughes, found target in an air 
force procurement officer who had been called as witness. The 
resultant scandal almost made the public forget that the Senators 
had shot at a duck on the wing and hit their own decoy. 

Meanwhile, the House Committee on Un-American Activities, 
chasing a different kind of bird, was creating similar dismay. 
The process of bringing Hollywood to Washington to face 
charges that Communist influence was permeating the industry 
first brought welcome publicity to the Committee’s ambitious 
chairman ; later it turned sour. If ten men were found who 
chose to invoke their constitutional: rights and refuse to say 
whether they were Communists or not, twice ten details came to 
light to render even more questionable the loose procedure fol- 
lowed by Congressional investigators more eager for headlines 
than for facts. The public attitude toward the ten is repre- 
sented by the sharp debate between the editors of the New York 
Herald-Tribune and the distinguished essayist, Mr E. B. White ; 
the latter says, “ The essence of our political theory in this 
country is that a man’s conscience shall be a private, not a 
public, affair, and that only his deeds and words shall be open 
to survey, to censure and to punishment. The idea is a decent 
one and it works ” ; the former fear the political consequence of 
“ protecting the individual to the point of destroying Western 
democratic civilisation.” 

The public attitude toward the investigators has taken the 
form of two Bills, both aimed at regularising procedures. Mrs 
Helen Gahagan Douglas (Democrat, of California), whose con- 
stituency includes Hollywood, has introduced HR4564, pro- 
viding that all witnesses shall have the right to counsel, and 


the right to make a statement at the close of their testimony 
that shall be part of the record ; that persons whose reputations 
are brought into question by committee reports or statements 
of witnesses shall have a right to cross-examination of those re- 
sponsible for the allegation ; and that the right of the press to 
comment on Congress, or individual Congressmen, shall be 
maintained and newsmen not be called upon to answer for what 
they have written except by majority vote of the committee. 

This Bill is clearly aimed at the Un-American Activities Com- 
mittee. Senate Resolution 646, introduced last session by 
Senator McClellan (Democrat, of Arkansas) is equally clearly of 
moment to the Brewster Committee. The Reorganisation Act 
of 1947, which reduced the number of standing committees to 
19 in the House and 15 in the Senate, frowns on Special Com- 
mittees like the Brewster Committee. Unless extended at the 
new session, this committee’s work is due to end on January 
30th ; Senator McClellan’s proposal makes it clear that any in- 
vestigation of “the practices, procedures, administrative pro- 
cesses, and efficiency of any department or agency of the Govern- 
ment or any corporation owned by the Government or in which 
the Government has a financial interest,” was the business, not of 
Special ad hoc Committees but of a Joint Committee to be com- 
posed of members of the standing Senate and House Committees 
on Expenditure in the Executive Departments. The Senator 
is now said to be considering an amendment to his Bill requiring 
this Committee to set up certain rules of procedure. 


* 


Concurrently with public interest in the reform of investi- 
gatory procedures in the legislative arm of the Government, 
there is considerable discussion of the adequacy of such pro- 
cedure in the armed forces. The first Congressional Special 
Committee on record was set up in 1792 to inquire into the 
defeat of General LeClerc by the Indians ; the present inquiry 
into the defeat of General Meyers by his own greed will probably 
not be the last. But the General’s irregularities could have 
been detected at closer range, and General Arnold has found it 
necessary to apologise for the slackness with which complaints 
against officers were treated within the Air Force organisation. 
It is probable that the function of the Office of the Inspector- 
General in the services will be reviewed. The position of the 
Air Force in this respect does not differ from that of the Navy, 
whose investigation of the Green Bowl Society—a fraternity at 
the Naval Academy at Annapolis which is alleged to be devoted 
to the service advancement of its members—had to be done by 
the Deputy Inspector-General because the Inspector-General 
was a member, or of the Army, whose inspections of various 
allegations of misconduct—General Lee’s in Italy, for example— 
have been regarded by the public as so much whitewash. 

But the setting up of new procedures of investigation is a 
thorny busincss, either in the Armed Forces or in the Con- 
gressional Committees. How can an Inspector-General operate 
without whitewash if his office is part of the chain of command ? 
How can a special investigation division, outside the chain of 





**AMERICAN SURVEY’ is drawn irom three 
sources. Articles described as ‘‘ From Our US Editorial 
Staff’’ are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent ’’ or ‘‘ From A Correspondent in Ohio "’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 








oe BP racine Sens MERE 


960 


command and therefore presumably attached to the civilian 
Secretary’s Office, know enough about the situation to judge 
wisely, even if it did not act as ayprivate Gestapo, as some of 
the higher officers have suggested it might ? - 

On the Congressional side, is there not a distinction between 
an investigating body of legislative origin and a court ? It is 
in Committee that Congress does its work, thrashes out its differ- 
ences and problems, and educates its new members., The diffi- 
culty of Senator Pepper’s proposal that hearings be divided into 
two categories, those designed to get information from citizens 
as background for legislation and those designed to put him on 
trial for alleged misconduct, is revealed by the announcement 
that Representative Nixon (Republican of California), a member 
of the Un-American Affairs Committee, intends to introduce 
anti-Communist legislation on the strength of the recent 
hearings. 

Congressional hearings provide a sounding board comparable 
to question time in the House of Commons, Throughout 
democratic history it has not been a primary function of 
members of the legislature to tread gingerly and spare feelings. 
At its best, the process is healthy, informative, and an essential 
part of the democratic process of resolving rival claims. At its 
worst it may be perverted and deformed, but the perversions 
and deformities are subject to correction at the ballot box. The 
fact that judicial qualities are not the only ones needed in “ con- 
fidential guardians of the people’s liberties” raises questions 
not only about the desirability of fixing procedures that might 
become straitjackets, but also about concentrating investigations 
in a standing committee. Successful investigations depend on 
the zeal of the investigators—plus the skill of their supporting 
staffs. As long as seniority determines committee chairmanships, 
it is pure chance whether Senator McClellan’s proposed Joint 
Committee would have such zeal. The job done by the Senate 
War Investigating Committee under Mr Truman could hardly 
have been expected from Senators Reynolds and Walsh, heads 
of the Military Affairs and Navy Committees at the time when 
Senator Truman moved for the appointment of a special com- 
mittee. They had the necessary power, but not the necessary 
will. 

Perplexities about how to get the right amount of investigation 
and the right amount of the right kind of publicity for it, are 
very real. With power in the right hands, there is no problem. 
That is why there is much to be said for letting popular reaction 
discipline the investigators. Yet in the interval until the voters’ 
impact is felt, there is the possibility that individual ciuzens— 
some of them more, and some less, innocent—may get hurt. 


American Notes 


Amendments to the Aid Bill 


The Interim Aid Bill has made extremely slow progress in 
the House of Representatives this week, where debates have 
shown once more how surely the Congressional power to amend 
can become the power to destroy. In this case, however, most 
of the damaging provisions were beaten off. One amendment 
defeated by 136 votes to 109, would have allowed shipments of 
relief goods only when they were not in short supply. As 
virtually no goods needed abroad are surplus in the United States, 
and certainly no grain and fertiliser, this would have made the 
Interim Aid Bill a dead letter. Similar amendments to prohibit 
the shipment of fertiliser and farm machinery were also defeated. 
The House accepted, however, several provisions on purchasing 
policy which reflected the general alarm over the inflationary 
effect of foreign aid. One would prohibit purchases for foreign 
relief in the United States at prices above the prevailing level ; 
another directed that commodities should be bought in a manner 
calculated to ease the strain on American resources, and may be 
bought abroad (up to 25 per cent of the whole programme) when 
the price is not more than Jo per cent above the American price. 
The Senate version permits this “off-shore” purchasing, but 
does not include the price provision, which is evidently aimed at 
Argentine, wheat, 

Amendments: were also: accepted tightening American control 
over the relief funds, by striking out the provision permitting the 
opening of Italian and French crédits, and an attempt ‘was made 
to turn over administration from the State Department to a highly 
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reluctant Red Cross. The inclusion of “ incentive goods ” in relief 
was accepted only after Mr Herter spoke authoritatively on the 
important role that cigarettes and nylons could play in the 
reconstruction of Europe. After this rough passage, Administra. 
tion leaders now hope to secure approval of the full $590 million 
Aid Bill on Menday. 


Congress, however, has now gone far past the deadline of 
December Ist set by Mr Marshall, however rapid the pace jp 
comparison with earlier foreign aid bills. It still must face the 
House-Senate conference, and the actual appropriation of 
will still have to be made when the Bill has passed. Its 
progress has delayed the presentation of the full Marshall Play 
to Congress, and it will now be scnt by the President just as 
Congress is preparing to disband. From the debate in the Hoy 
it is clear that no matter how loudly the ant.i-Communist poe 
is struck what will chiefly concern Congress is the effect on prices 
and the standard of living at home. It is from this source that 
the greatest restrictions on the Marshall Plan will spring. 


* * * 


The Battle for Controls 


The Administration has at last laid before Congress a drah 
of the first instalment of its anti-inflation programme. It authorises 
the extension of export controls to March 31, 19§0 ; priorities and 
allocations for scarce commodities like iron and steel, soap anda 
long list of foods ; controls over transport ; and the rationing of 
scarce foods. It includes the power to buy up the whole cropof 
certain products. This Bill is in the nature of Mr Harriman’s 
homework, for Senate Republicans have refused, with growing 
indignation, to buy “a pig in a poke.” They have wanted to 
know precisely what was to be controlled, when, and how; and 
they have been particularly anxious to see what limitations on its 
powers the Administration would accept to support its protests 
that it was not really seeking a return to the “ iniquities ” of full 
war controls on prices and consumption. 


The specifications in the Bill are a tactical defeat for the 
Administration. In the first place, while M: Truman has asked 
for a full panoply of powers, his emissaries have protested loudly 
that they would be used only in an emergency and against the 
selfish and thoughtless minority who refused to join in the opera- 
tion of voluntary controls. Congress is thinking, too, in terms of 
voluntary controls—but without the ultimate powers to be it 
voked “just in case.” In the second place, Congress is certain 
to be somewhat cynical over these powers as anti-inflationary. 
Does the power to allocate steel for Europe help to keep prices 
down athome ? The fact seems to be that the Administration is 
trying, because of domestic politics, to shelter under the ante 
inflation umbrella, the equally laudable, but less popular, devices 
for sharing American production with Europe under the Marshall 
Plan. It is significant that its first Bill presented to the special 
session really carries the authority to impose broad rationing 


between American and European demands rather than purely anti- 
inflationary measures. 


In this it differs radically from Senator Taft’s eight points. His 
programme has three main sections: the fiscal, in which be 
advocates cuts in government spending (and taxes), restraint on 
bank credit and consumer credit, and on government guarantee of 
house mortgages ; an appeal for voluntary abstinence and harder 
work ; and the cutting and rigid direction of exports. It appeared 
after Senate Republicans, convinced that Senator Taft’s broadcast 
denunciation of the President’s programme was a monumental 
blunder, had administered a sharp lesson in tact and tactics. It 
has been followed by a series of highly publicised “ secret ” meet- 
ings between House and Senate Republican leaders to work’ dat 
the price policy they know they must have for. victory in 104% 
For Senator Taft to admit that meat rationing may become neces 
a by April is a measure of the diet of crow before the Republican 

arty. ' ¥ 
_ Events have at last forced the Republican Party to push fotwatd 
its own four-point programme for control of inflationary trends. 
They are now secking higher gold reserve requirements for, the 
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Reserve Banks, continuing export controls, voluntary price agree- 
ments for industry, and permission for industry to make these 
price agreements without incurring charges under the Anti-Trust 
Laws. 


This programme, however, differs sharply from administration 
plans, and the end of the Special Session is now only a week 
away. 


* * * 


Business in 1948 


The year 1947 is closing with a final rebuff to the bearish 
interpreters of the postwar business boom. While it is true to 
say that the physical volume of production (as measured by the 
Federal Reserve Board) will for this year show only a modest 
improvement on the 1946 average, it has regained most of the 
setback which took place this spring and summer, and it is again 
very near a postwar peak. Commodity prices, too, are almost as 
high as they have ever been, unemployment is nominal only, and 
industry is no longer hag-ridden, as it was a year ago, by the. 
fear of crippling labour disputes. Wage settlements have been 
expensive, but industry is preparing, apparently, to meet a third 
wave of wage advances early in 1948 without too much haggling 
on terms. 


The business community seems to discount, to a surprisingly 
large degree, the continuing mood of anxiety on Wall Street, 
though it is only fair to say, in passing, that the investor does not 
necessarily reap a full reward at every stage in the journey towards 
a business peak. For most producers, there seems to be an under- 
lying conviction that “ postwar backlogs” are still sufficiently 
substantial to offset all but the mildest reaction from present 
trends, and in this belief they are fortified by the optimism which 
radiates from some Federal agencies. 


The Department of Labour, for example, declares that a “ tre- 
mendous demand for the products of American industry will keep 
the economy operating at record levels through 1948.” Forecasts 
from this Department assert that a probable decline in exports 
will not exert any major influence on business activity, and that 
while consumer soft goods may meet with “unfavourable de- 
velopments,” the general emphasis will be on high demand for 
durable goods, with bright prospects for the service industries. A 
further expansion of employment is predicted, along with a sharp 
gain in labour productivity. 

These forecasts go hand in hand with the now familiar warning 
that industry should reduce prices, rather than increase wages, and 
that recent developments suggest the possibility of a “ wage-price 
spiral leading to collapse.” But, in general terms, this authoritative 
prediction is undeniably bullish, and since it follows an equally 
bullish forecast made (and subsequently justified) some time ago, 
it is scarcely surprising that many industrialists disregard the 
storm warnings given by Mr Truman and by Mr Marriner Eccles, 
of the Federal Reserve Board. 


* * * 


Pattern and Prospect 


In the light of these forecasts, it is interesting to note the 
pattern of developments over the first nine months of 1947, as 
published by the Department of Commerce:— 


Gross NATIONAL PRopuct* 
(Billion Dollars) 
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* Quarterly figures adjusted to annual rates. 


The downward trend of the export surplus (or net foreign in- 
vestment) has continued through the fourth quarter. So far as 
can be judged, however, private investment remains at an exceed- 
ingly high level, the figures for the September quarter concealing 
a dual upsurge for new equipment and for inventories.’ If, as the 
Department of Labour now alleges, labour productivity is due for 
a sharp advance during the coming year, it may_mean that this 
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stimulus to business activity is less solid than it now appears. 
be. It is true that unemployment in October reached an all-tj 
low point (other than in war periods) at 1,700,000, but it is alge 
true that the process of re-equipment must by this time have 
reached a stage where the flow of durable goods, temporarily gt 
least, could expand with an actual decline in workers’ payrolls, 


Similar doubts may be expressed on inventory levels where, as 
the Department of Commerce notes, industry is no longer fort 
fying itself against possible breakdown through shortages, so much 
as anticipating the gains in consumer expenditures to be expected 
from higher wages, veterans’ bonus payments, more liberal credit 
terms, etc., plus some sort of “ foreign market guarantee ” thro 
Marshal! Aid. No decisive changes may be expected in the flow 
of Government purchases, so far as can now be foreseen, 
sumer expenditures continue to reflect higher price-levels, 
readier flow of durable goods, and quite probably, the anticipation’ 
of new wage claims ahead. 


For the time being, the inflationary factors seem still to tip the 
scales in favour of activity remaining at very high levels in early 
1948. The Christmas buying spree, for example, may well prove 
to be a formidable rival to that of 1946. But it would seem to 
be very foolish to indulge in more than a short-term forecast at 
the close of 1947. The weight of adverse factors is steadily in- 
creasing, and while the Federal government may be loth to break 
the movement by a forceful monetary policy, there are still signs 
that the banking and credit structure is slowly assuming a shape 
which has become all too familiar in earlier cycles. 


* * * 


The Attorney General’s Little List 


Certain cinemas have long found that the inviting word 
“banned” brings the customers rolling in. Banned books sell 
out their editions over night. Will the official label “ subversive” 
add the same excitement to membership in certain organisations ? 
Mr Clark, the Attorney-General, has just completed the thankless 
task of listing the subversive groups to which federal employees 
belong only at the risk of polluting their loyalty and losing their 
jobs 

It is hard to please everyone. Mr Clark has pointed the red (or 
black) finger at 91 organisations, including labour schools, the 
Communist Party, the Columbians, the Ku Klux Klan, American 
Youth for Democracy, and the Civil Rights Congress. The 
organisations in question have been given no say in court, and 
many hotly deny their guilt. Many, too, have long since shut up 
shop ; these include the German and Japanese societies and some 
of the Communist-front organisations, which are as agile as 
chameleons in changing their protective colouring. 


From the Right comes the cry that this is a “ phoney ” list ; the 
Committee on Un-American Activities has a little list of groups 
that never would be missed which is four times the length of Mr 
Clark’s. It is evident that the black list is going to be fought 
over as fiercely as ever was Paris’s apple, and that Mr Clark is 
going to be heartily sick of the whole business before he is 
through. Keeping the list up to date is a full-time task in itself ; 
woe be it to the federal employee who “ joins ”—and the Americans 
are great joiners—on the strength of last month’s list. 


The idea of proving guilt by association is as dubious in theory 
as it is likely to prove complicated in execution. Mr Clark and 
Mr Richardson, head of the Loyalty Board, are to be congratulated 
for their insistence that discharges for disloyalty will be based 38 
far as possible on individual merit, rather than on the black list. 


x x * 


Air Transport 


_ The complete lack of any settled Federal policy for domestic 
air transport has brought a new round of controversy in Washing- 
ton foilowing the suggestion by Mr Averell’ Harriman, Secretary 
of Commerce, that his own Department shall in future take over, 
the authority now attaching to the Civil Aeronautics Board for 
“ the development of a sound economic pattern for the national 
airlines.” Mr Harriman declares that the CAB should in future 
confine its affairs mainly to “ quasi-legislative and quasi-judicial ® 
activities, leaving his own Department to “promoté and foster 
business in general, and aviation in particular.” ; 

Among the criticisms. of CAB listed by Mr Harriman is the 
alleged failure of that agency to keep pace with the numerous 
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commission which examined the position for President Truman 
some time ago, reported that at the close of summer, CAB had 
on hand more than 1,200 pleas by individual lines covering rates, 
routes, and may! subsidy payments, and that the only solution was 
a temporary embargo on development, pending the grant of funds 
by Congress for a generous expansion in staff and other control 
facilities. 

Rather paradoxically, the current excitement in Washington 
comes at a time when Wall Street experts on the domestic lines 
seem to be taking a cautiously optimistic view of probable trends 
within the industry. Over 1946, when the initial postwar boom 
in passenger services was at its height, most aviation stocks were 
boosied to extravagant levels. The boom, however, proved to be 
short-lived, and was already fast waning when a series of disas- 
trous accidents on domestic routes sharply underlined the issue 
of safety. The vigour of Federal investigation, however, seems 
to have brought about a revival of public confidence, and the 
industry itself has not been slow to emphasise that it holds a 
generally satistactory record in terms of passenger mileage. Apart 
from passenger traffic, there has been a steady advance in cargo 
tonnage, more particularly for specialist machinery, apparel, drugs, 
furs, perishable fruit, and many types of luxury goods,. 

The domestic lines are expected to suffer a net loss in 1947, 
while the 1948 prospect is clouded by fears of a general business 
setback. But plans for fresh advances in mail and passenger 
rates, and the prospect of a steady advance in the volume of 
freight suggests that the industry may have seen the worst. There 
is evidence, at least, that operating costs have been cut sharply 
during recent months of relative depression. 

So far Congress has made no thorough examination of recent 
reports on airline policy. But recent stress by the services has 
been on the vulnerability of the manufacturers in the face of 
sharp fluctuations in orders both on civil and military account. 
Congress may agree with Mr Harriman that the Federal govern- 
ment should take a much more direct interest in the financing 
and development of new types of aircraft for all users. Despite 
widespread criticism of CAB’s civil policy, the service advisers 
seem likely to provide the most effective mainspring for the release 
of new funds in the necessary volume. 
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Embargo Against Russia 


The asti-Russian feeling which has been counted upon to 
smooth the path of the Marshall plan through Congress is proving 
an awkward ally, hard to keep in its place. Members of both 
parties are demanding that in the name of consistency, if nothing 
more, the United States should cease selling heavy machinery to 
the Russians with one hand while providing Western Europe 
with the means of resisting Russian aggression with the other. 
The cry has been taken up with particular vigour by Mr Harold 
Stassen, who, after Mr Tzuman announced that he could see no 
reason for halting shipments to Russia, telegraphed a list of six 
reasons why the United States should give up “ economic appease- 
ment” of the nation that is everywhere openly opposing and 
sabotaging American efforts for peace and recovery. 


Mr John Taber, head of the House Appropriations Committee, 
has expressed the view that if the United States would stop all 
shipments to Russia, Russia would long ago have agreed to a 
world peace. In fact, American exports to Russia are hardly so 
weighty a weapon. In the first nine months of this year they 
amounted to $113 million, or about 1 per cent of American 
exports ; and since July they have been more than offset by 
imports from Russia of such vital materials as chrome and man~ 
ganese. American exports consisted of electgical machinery, 
mining and pumping material, machine tools, and locomotives, 

Unquestionably these could be transferred to Western Europe ; 
but the State Department is sorrowfully aware that the Soviet 
Union, through its control of Eastern Europe, has a much more 
damaging response in hand. Any version of the Marshall plan 
so far published assumes that Eastern Europe will continue, and 
greatly increase, its contributions of food and fuel to Marshall 
Europe. To declare a Russian embargo, and put the Soviet Union 
in the position of Japan before Pearl Harbour, instead of binging 
the Russians to heel, would widen the breach and increase 
the cost of the Marshall Plan ‘beyond anything now 
estimated. 


In his foreign policy Mr Taber is showing the same penchant 


for cutting off his nose to spite his face that has been evident in 
his domestic economies. 


THE WORLD OVERSEAS 





Partition on the Spot 


(From a Special Correspondent in Jerusalem) 


= reaction of the three interested communities in Palestine 
to the United Nations’ approval of partition has been almost 
exactly what one would have expected. The Jews are pleased, the 
Arabs angry, and the British sceptical. But sentiments stop short 
of excess. There were frenzied Jewish rejoicings ; now many 
Jews are finding imperfections in the plan. There were wide- 
spread Arab riots; they were neither as violent nor as lengthy 
as many officials expected. The average British official (the 
adjective is carefully chosen) first said, “The whole thing’s damn 
silly ”; on reflection his attitude is more, “ Well, it’s an admirable 
Scheme on paper, but .. .” 


Partition is a victory for the Jewish people, and was celebrated 
assuch. But some of their leaders realise already that, unless they 
walk extremely warily, victory may be costly and its fruits bitter. 
It has already created new and difficult problems. The Zionist 
movement has in the past maintained surprisingly strict discipline 
amongst its adherents, most of whom are not by nature dis- 
ciplined people. Now there is a slight cracking of that dis- 

ipline. There is an immediate demand both from would-be 


migrants waiting in Europe and also from lands where, in the 
, Jews seemed reasonably secure, that the gates of Palestine 
at once opened to them. But no appreciable increase in 
igration is likely until the British administration is with- 
wn ; even when the Jews take over their part of Palestine it 
it still not—they say—be possible to bring in more than a 


maximum of 5,000 a month. So the Jewish Agency, or the 
Jewish Government, will soon be appreciating some of the diffi- 
culties which for so long bedevilled the British. 

Fears of persecution have led Jewish communities settled for 
generations in the Moslem countries of the Middle East and North 
Africa to send urgent appeals to the Agency that they should be 
immediately brought to Palestine. “ We are hostages: our lives 
are in danger,” is the tenor of the messages. This problem the 
Agency had not foreseen. They fully intend that at some future 
date these Middle East Jews should emigrate to Palestine 
(whether they want to or not), but there is no room for them 
yet ; priority must be given to European Jews. What will 
happen if there are indeed pogroms in Aleppo, or Damascus, 
or Baghdad, or Tripoli, no one here is able to decide. 

The new Jewish State faces even more complex internal situa- 
tions, of which the most important are political. The executive 
of the Jewish Agency which, until a constitution is promulgated 
and elections held, will probably turn itself into a temporary 
government, is composed of nineteen members. Eight of them 
belong to the General Zionists, seven to Mapai (Palestine 
Workers’ Party) and four to the strict orthodox Mizrahi Party. 
Seats are held in the Asefath Hannivharim (the elected assembly) 
and indeed on other representative bodies such as the Va’ad 
Leumi (national council) much in the same proportion, but with 
the addition of representatives of half a dozen‘ smaller ‘parties. 
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Since the Uno decision, two of these parties, the left-wing 
Socialists and left-wing Labour, both previously against partition 
and anti-Mapai, have announced their readiness to accept par- 
tition and to work with Mapai. This makes Mapai now far 
stronger than the General Zionists and can give official Jewish 
policy a strong leftish tendency. 


The Mapai leaders, David Ben Gurion, chairman of the 
Agency Executive, Mosche Shertok and Mrs Golda Meyerson, are 
probably delighted with this development on a long-term basis. 
For immediate purposes, however, they are playing it down. 
They are at pains to point out that “Jewish Socialism” will be 
“for internal consumption only,” and that they have no thought 
of any general “ socialisation” of Jewish economy. This dis- 
claimer is clearly aimed at pacifying their wealthy American sup- 
porters, who might be alarmed—and stop the flow of dollars— 
if they thought action would be taken in Jewish Palestine against 
private capital. 

Incidentally, it has not yet been decided what name the new 
Jewish State will adopt. Zion is a popular suggestion ; but, some 
Jews point out sadly, “you can’t have a Zionist State, call it 
what you will, that doesn’t include the city of Zion—Jerusalem.” 
Eretz Israel, Israel, Palestine are other possibilities. 


Faced though.they are by these and a multitude of other 
problems, the Jews are exerting all their boundless energy and 
initiative—and, in financial matters, their guile—in hastening the 
construction of their state. It will be an authoritarian and ruth- 
less state ; but it will work. 


Arabs Without a Plan 


What can one say about the Arab State? The Palestine Arab 
leaders—the Mufti and the members of the Arab Higher Execu- 
tive—know that unless they can reverse the United Nations 
decision by force of arms, partition will be inevitable. Yet they 
still refuse even to consider making plans to take over and 
administer their part of the country. Further, they refuse to 
allow any of the more reasonable, progressive young Arabs, who 
realise that something has got to be done, to make any plans of 
their own. The surprisingly complete observance of the three- 
day protest strike called by the Mufti shows that the Arabs follow 
the Mufti’s orders. They dislike having the Jews in their “own 
land” and would be delighted to turn them out by force. But 
no Arab with his senses about him can believe that to be 
physically possible until, at any rate, very considerable assistance 
is furnished by the Arab States. It would, therefore, have seemed 
reasonable to make some attempt to keep what they have and to 
maintain their part of Palestine as a going concern, which it is, 
thanks to a maligned British Administration and also to Jewish 
initiative and Jewish money. 


Nothing of the kind has happened. So far as can be seen, there 
will be no authority, no administration, not even leaders, to whom 
the departing British or the United Nations Commission can 
formally deliver the deeds of Arab Palestine. As transfer of 
authority must be made, opinion in British circles here is tending 
more and more to the idea of giving King Abdullah of Trans- 
jordan the baby to hold. 

Can partition succeed ? With good will on both sides the 
answer is obviously “yes.” It is not an ideal solution: but it 
could be a solution and no one has produced a better or even a 
workable alternative. Unforrunately, there will be the very 
reverse of good will from the Arab side, and so it is possible 
that the 27 year-old conflict will continue—without a British 
administration to hold the ring and take the blame. The Jews 
will make a most determined effort to make a success of their 
state ; Jewish leaders who had for years set their faces against 
partition have now accepted it faute de mieux. The danger is—if 
the Arabs finally accept the solution—that the Jews might use 
their state as a stepping off ground for peaceful penetration of the 
rest of Palestine. Jewish voices have already complained that 
partition violates their historical conception of a Palestine “on 
both sides of the Jordan.” The extremists of the Revisionist 
Party and the terrorist organisations are for that reason flatly 
against it. Among even moderate Zionists there is equal determin- 
a that, come what may, Jerusalem must be returned to the 
ews. 

How implacable the Palestine Arabs’ opposition to the division 
of “our own country ” will remain depends maixdy on the attitude 
of the neighbouring Arab States. Nationalism has a firm hold 
on the Moslem countries, but their dependence upon the Western 
Powers is still a factor capable of bringing about surprising 
changes in policy, which in their turn may alter the ideas of the 
Palestine Arabs. 
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Deflation in Italy 


[BY OUR ROME CORRESPONDENT] 


On the stormy stage of current Italian affairs a new per 
has come into existence to take his place beside the land-hungr 
peasamts, the middle-class victims of monetary depreciation, ang 


the bloated black marketeers—to mention some of the most fre. . 


quently met types in the pantomime of the class war. The new 
personage symbolises the quandaries of a country living under 
capitalist forms but pervaded by collectivist sentiment, which 
constrains the Government to recede frequently into the back. 
ground leaving the rights of property and the forces of sentiment 
to settle matters by a trial of strength (or often enough to leaye 
them unsettled for fear on both sides of the consequences of the 
contest). 

The symbolic figure is the workman whom his employer fears 
to lay off, but refuses to pay. There appear to be no statistics 
of the persons in this predicament, but to quote examples from 
sources at the opposite ends of the political gamut, the Risorgi. 
mento Liberale in October reported some thousands of employees 
of the Ansaldo works, Genoa, missing their pay because “the 
money had not come from Rome” (that is, from the Treasury), 
while the Communist Unita reports 13,000 workers of the Caproni 
engineering groups unpaid, except for an emergency gratuity of 
5,000 lire per head, since the end of October. Officially the 1945 
ban on dismissals, of which there was a counterpart in State 
subsidies to the wage-fund, has come to an end. In practice it 
remains in force by trade union imposition, but the subsidies 
are withheld. 

The Government is committed to a policy of deflation. The 
economist, Luigi Einaudi, who is Vice Premier and Finance 
Minister and also Governor of the Bank of Italy (though 
he has delegated this last function for the moment) last week held 
the national congress of the Liberal Party spellbound with an 
hour’s talk on the theory of inflation and of its cure by credit 
restriction. While, however, the economist Einaudi described 
with lucidity the financial consequences of putting the brake upon 
an inflation of bank advances, the statesman Einaudi passed over 
in prudent silence the question of how the credit-starved 
industries can lower their costs without provoking social explo- 
sions. A solitary Liberal in a Christian Democratic Government, 
he can with a good conscience leave this problem to the Ministers 
of Labour and of the Interior. These, in turn, though endeavour- 
ing to grapple with the multitude of problems which beset them, 
perhaps place their main trust in an automatic return to economic 
equilibrium through the operation of falling prices. 


Communist Support for Shareholders 


Among the paradoxes of the moment, political tactics have 
placed the organ of the Communist party in the unaccustomed 
position of upholding the cause of the shareholder while the 
Liberal Minister of Finance makes merry over the discomfiture 
of the bull market. “ Falling prices on the Bourse, sudden losses 
etcetera, etcetera—these are attributed not only to the chaotic in- 
dustrial situation but also to bear operations conducted by foreign 
groups wishing to buy up Italian industry cheap, with the conni- 
vance of the American (sic) Government of de Gasperi.” Thus the 
Unita, in a report of noisy proceedings in the Milan Bourse on 
December 5th when a sudden drop in the price of a popular share 
occasioned physical attacks by irate investors upon supposed bear 
speculators. In his party speech two days earlier Senator Einaudi, 
recalling the various collapses of bull markets witnessed by him- 
self since 1914, described these as “ amusing for the onlooker but 
less amusing for those involved.” In the Milan Bourse the mis- 
fortunes of the shareholder have been continuous -ince the 
summer, and the Government is accused of dull indifference to 
an organ essential for economic recovery. But it would be mis- 
taken to regard the present events in Italy as the simple test of 
a deflationary policy: it is the test of such a policy in conditions 
which allow of its implementation at the banking end, but which 
is exceedingly difficult to work out in the Jabour market. 

The deflationary measures of Senator Einaudi have included 
a raising of the official bank rate from 4 to 5 per cent. In his 
address to the Liberal Party the Minister expounded why, in @ 
condition of high instability of money values, bank rate should be 
an instrument of only subordinate importance: why, therefore, he 
had taken recourse to regulations modelled upon the US Federal 
Reserve rules, The new discipline imposed upon the Italian 
Banks requires them to utilise 40 per cent of all sits in excess 


of the total of last October 1st for purchase of State securities, 
or alternatively to place the sum on deposit with the Bank of 
Italy. The choice of a proportion was experimental, and there 
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was an undertaking to change it in either direction if the restric- 
tion upon new advances to industry proved to be too stzingent, 
or not stringent enough. 

In the absence of up-to-date statistics it can be inferred from 
market reports that the deflationary process has dried up demand 
for a vast range of products. There is little to choose between 
the atmosphere of the Stock Exchanges, that of the market in 
Biella woollen goods, and the wholesale markets for agricultural 
produce. After some months in which the recession of whole- 
sale prices were unmatched by any movement in retail markets, 
jn recent weeks there have been sharp drops in shop prices, 
sufficient to affect the outlook of the poorest housewife. In olive 
oil, the staple cooking medium, prices have been almost halved, 
helped by a bumper crop. Almost equally abrupt has been the 
cheapening of wine, and notably that of sugar. But economists 
are wary Of building these phenomena into a logical pattern. 
The latest period has seen exceptionally heavy receipts of Ameri- 
can aid, and it is well within the authorities’ power to provoke 
price-slides im particular markets to induce a falling price 
mentality. 


Two Million Unemployed ? 


The current criticisms of the Einaudi programme can be classi- 
fied as purely political criticisms, economic criticisms of the 
end pursued, and economic criticisms of the means employed. 
The most vociferous political critics are the Communists, whose 
high policy is to frighten away foreign investors by such pro- 
ceedings as the seditious outbreaks in Milan last November. 
Moreover the chief Communist prescription for the ills of indus- 
try lies in the institution of Factory Councils (Consigli di 
gestione) with a share in management of all concerns. To obtain 
legal recognition for these councils is one of the main professed 
purposes of their current campaign. Whatever advantages such 
a reform might have to the eye of the future social historian, no 
indication is given of how the Councils could solve the managerial 
problems of today. Abdication of the capitalist would, it is said, 
bring social peace, and the Fiat-Mirafiori Works, where such a 
Council is said to work on excellent terms with the traditional 
management, is held up as an example. But criticisms from this 
quarter clearly have no practical application to a policy which 
like that of the de Gasperi-Einaudi Government places its reliance 
upon supplies to be received under the Marshall Plan. 

Criticisms of the end pursued by Senator Einaudi start off 
from a computation that 2,000,000 Italians are effectively un- 
employed, and that the resources for employing them—fuel and 
raw materials—are at least more abundant than in 1946. There- 
fore, it is argued, credit should be enlarged to take up the slack 
of unemployed men and resources. This criticism overlooks 
the widening gap between Italian prices and those of the foreign 
markets for which much of the production of 1946 was destined. 
(The present manufacturing cost of the Fiat 1100 car, it has been 
pointed out, is double the price at which this car is on sale in 
France.) “ Expansionist” criticism of the Einaudi policy is 
apt simply to ignore the perils of inflation. 

The most serious criticism of the Government’s financial and 
economic policy would appear to be that which finds its methods 
to be incomplete. In the words of the organ of the Republican 
Party, which hopes shortly to enter the Government with a due 
share in the shaping of its policies: “If what was intended was 
a check to inflation and a subsequent recovery . . . then the 
purpose of the measures already taken should have been to 
prepare the way for more substantial measures, such as drastic 
restriction of public expenditure, elimination or reduction of 
market subsidies, sharp curtailment of luxury expenditure, etc. 
The Republican writer finds that these tasks have not been tackled, 
and therefore fears that the shock of the deflationary measures, 
administered to an organism whose deeper rooted defects are un- 
cured, may provoke disturbance without produc:ng a lasting effect. 


Cost of Appeasement 


By a self-denying ordinance the Government has, as a matter 
of fact, laid upon itself the obligation to gain parliamentary 
sanction for each recourse to Bank of Italy funds. None will 
believe that Senator Einaudi is neglecting the aim of balancing 
the Budget. Heavy and unpopular imposts are coming into force 
this year, in particular an extraordinary levy on capital, the 
incidence of which upon security-holders has been aggravated by 
the great fall in values since the assessment period (first quarter 
of 1947). But heavy credits for public works are the price which 
the Government is having to pay for settling a chain of disturb- 
ances in the impoverished South. The latest currency returns show 
the note circulation mounting sharply enough in October under 
the influence of a public expenditure which cannot be radically 
compressed. 
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‘The public life of Italy this winter is movingrrpon political 

and economic planes which elude one another. It would 

appear that either by a gradual process of economic improvement 

the present political moods must be rendered obsolete, or, alter- 

natively, political tensions will disrupt the society for which the 
present economic remedies are designed. 


Uno’s Second Year 


[FROM A CORRESPONDENT] 


THE second annual Assembly of the United Nations opened with 
acrimony, and vituperation became its habit. In this, at least, the 
Soviet and their satellites dominated the session. The American 
press and public were, as might have been expected, goaded into 
varying degrees of resentment, and showed little understanding of 
the apparent fact that in Soviet eyes it was Britain and the United 
States which were showing themselves hard to handle. Smaller 
countries, watching the giants collide, had to exercise considerable 
ingenuity if they were to escape damage. It was a Scandinavian 
who reported feeling at times like the victim in the cld tale of the 
kindly King who, before he went hunting, always took care to 
send a royal messenger to ask the rabbits which sauce they would 
prefer to be cooked in. 

On the other hand, the small nations have been developing a 
degree of initiative and independence which they might not have 
exhibited had the great Powers been less intent on their slugging 
match. From the beginning they showed a firm intent to work 
a way out of the straitjacket with which continued use of the 
veto had surrounded the Security Council. Not only did they 
vote with the United States on the device of setting up a “little 
Assembly” in continuous session, with power to discuss and 
investigate, but they also passed three resolutions urging nations 
to make more use of the World Court which they also empowered 
to interpret the Charter. This latter brought from Russia an 
indignant charge that it was a device to by-pass the Charter, but 
the measure was passed, 

The Arabs have shown themselves shrewd and tenacious, and 
their resentment has, in comparison with the Russian love of 
pounding lecterns and screaming into microphones, been muffled 
and polite. In committee hearings their questions have probed 
farther into politics than was sometimes comfortable. The 
Indians have seemed sobered by their new responsibilities, and 
the Latin Americans have not sought strength in bloc voting as 
they did last year, but—stirred to self-assertion by the Argentine’s 
lively bid for a share of the power and prestige enjoyed by Braz:l— 
have offered objections and sought solutions on their individual 
accounts. Unit voting has its ironic aspects, and those who see 
only one man saying “yes” and another saying “no” miss the 
visions of those who see the men silhouetted against the relevant 
maps. 


The Ghost of Europe 


The yawning gap no tongue could fill is, of course, the absence 
of half Europe from these councils. The founders and masters 
in earlier centuries of Western diplomacy are mostly absent, and 
the majority of those who run about the concrete salles des pas 
perdus are tyros at the game. The French, to be sure, are here, 
but tentative and shadowy. The Belgians are ably represented 
by a surviving diplomat of the old school, the Dutch and the 
Scandinavian countries do their best, but when did any one of 
them claim to speak for Europe ? Nations which have through- 
out history played star roles at international meetings are absent 
—no Austrians, no Italians, no Germans, no Swiss, no Spaniards. 

Only the ghost of Europe is here, and the peace, within which 
this organisation was framed to function, has not been constructed. 
Those two factors, with their implications, lie at the root of many 
of the phenomena which have alarmed the public during this 
session. Until they are corrected the United Nations will con- 
tinue to lurch about, twisted out of proportion and continually 
in danger of being thrown off balance. 

It was partly in an effort to correct this that the French-Swedish 
resolution was offered which will take the next Assembly to 
Europe. Many reasons for the move have been put forward, some 
in argument and some by way of rumour. It is said that European 
nations, sure now of American support for UNO, want to transfer 
the educative effect of its discussions to their own lands; that 
nations who find themselves short of trained displomats can only 
send their best men to represent them if distances between the 
home capital and the Assembly are short ; that the Russians feel 
their propaganda may have more success on the European stage; 
than in the fogs of Flushing Meadow ; that the Arabs want to 
get away from what they believe to be the effect of New York’s, 
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large Jewish population on the American press ; that the non- 
dollar countries would like to save by holding the next Assembly 
in a country where hotel bills and travelling expenses would cost 
lesa, and would not have to be paid in dollars (that this argument 
did not seem valid to Britain is perhaps a measure of their pro- 
portional contribution to Uno’s budget which would be charged 
with additional expense for the transport of documents and per- 
sonnel away from headquarters); and, lastly, that the next 
Assembly will coincide in point of time with the American 
Presidential elections. None who hope to see the United Nations 
flourish think it wise to fling its still tender form into the pit 
of American party politics. Whatever the motives that moved 
the various nations, the vote to travel, which became three 
separate votes before it finished, overwhelmed the objections of 
Great Britain and the protestations of Russia that the change 
would cost too much. ; 

In the American press, at least, the achievements of this 
Assembly have been subordinate to the battles. The record 
deserves better of its observers. The Secretary-General listed five 
problem areas as awaiting action when the Assembly opened. 
Attempts of varying intensity, and with varying success, were 
made to handle all of them. Palestine is still a problem, but it 
has been aired and worked over until all sore spots have been 
revealed. Spain goes on being Franco Spain, and as very little 
1appened after the Assembly’s censure last year, less should be 
expected as a result of the tepid resolution produced out of the 
compromise this autumn. The Greek situation, on the other 
hand, is to be treated by means of a Balkan Committee, which 
the Soviet will boycott. India’s efforts to impel better treatment 
for her nationals in South Africa came to a vote, but foundered 
on the rock of traditional regard for Field Marshal Smuts. Of 
the new problem areas, Egypt stays on the agenda of the Security 
Council ; Korea has been assured a United Nations committee 
to oversee her elections—though without benefit of Soviet colla- 
boration—and Indonesia, scene of the only “ shooting war” with 
which Uno has so far had to deal, is still enjoying “ good offices.” 


Strains of Daily Discussion 


With the creation of Balkan and Korean Commissions, and the 
“litthe Assembly,” the chief points in the American programme 
have been achieved, but against the Soviet will and at the cost 
of its abstentions. On the always delusive surface, Russia’s own 
programme seemed to rest heavily on resolutions of censure. 
The one against “ war-mongers ” was urged in and out of session 
until the war psychology which Russia deplored was almost fanned 
into flames by the vehemence of the deploring. In the face of 
what Secretary Marshall was moved to call Russia’s “ brazen and 
contemptuous propaganda,” it was no small achievement on the 
part of other nations to comb the burrs out of the resolution 
and put it into such order that they could pass it without offend- 
ing each other or alienating the Soviets. 

Strains of other kinds developed in the course of the Assembly. 
Discussion time was saved by the use of simultaneous translation 
into five languages—a beguiling device which had been proved 
valuable in the meetings of committees, but which only made 
its way into full Assembly this year. The Assembly has called 
for a higher degree of efficiency on the part of the secretariat ; 
no less pressing is the analogous problem of finding representa- 
tive personnel that has the time, the strength, the mental agility 
and the devotion which international discussion at this stage 
seems to demand. In its last and delicate stages the Palestine 
negotiations were imperilled by the very human difficulty of 
securing the requisite patience and intelligence from weary dele- 
gates eager to leave, but asked to sit through day and night long 
sessions. The success of the “little Assembly ” hangs on finding 
first-rate men who can spend a year in its service. 

To those who have watched Uno bodies continuously at work 
the wonder is not that they accomplish what seems in moments 
of pessimism so little, but that they accomplish anything at all. 
Procedures, which to Anglo-Saxons are as simple and easy as 
their mother tongue, are by that very token alien and difficult 
for other peoples who cannot fairly be expected to grasp at once 
the mass of written rules and unspoken codes which the West 
has been developing through centuries of practice. The old days 
when men were conveniently classified as savages, barbarians or 
civilised, and behaviour according to their assigned status was 


expected of them, are gone. The new democracy proceeds on 


the assumption that they are all of one piece, and all like the 


assumer. If this be illusion, on it hangs the success of the whole 


undertaking. The resulting stresses and strains are what make 
earnest people say almost prayerfully that the greatest achieve- 
ment of this Assembly is that it continued to exist. 
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Finland Works _ its Passage 


[BY A CORRESPONDENT] 


IF ever a country worked its passage, it is Finland, and the 
growing self-confidence that comes from hard tasks successf 
performed is reflected in the results of last week’s municipal 
elections, As usual now, at least in Western Europe, they were 
fought largely on national, not local, issues. The main issue 
was whether Finland’s collaboration with Russia should be on 
Communist or non-Communist terms and to what extent Com. 
munist principles should govern the country’s internal affairs, 
The verdict went against the Communists. The Conservatives and 
Agrarians increased their seats by 28 to 536, and the Social 
Democrats by 27 to 269. The Communist representation fell 
from 234 to 203. This swing to the right can largely be 
explained by a return to the usual centre of political gravity in 
Finland—tight centre. But considering the support that Com- 
munists get from the proximity of Russia, the elections reflect 
a conscious reassertion of Finland’s independence. 

The chief material factor in this attitude is the remarkable 
revival of production. Exports increase steadily. From January 
to September this year they amounted to 31,532 million marks,* 
while imports for the corresponding period amounted to 
29,630.9 million marks. Finland thus has a_ favourable 
balance of payments to the extent of 1,901.1 million 
marks. On the other hand, the continued rise in_ prices 
makes the real increase in exports less than the apparent. The 
volume is now about 90 per cent of 1935 ; it has risen from some 
60 per cent at the beginning of this year. Similarly, the need 
to pay in dollars for over a fifth of the imports introduces familiar 
complications. A series of American loans has so far supple- 
mented export earnings: another $5,000,000 was obtained last 
month, But, since Finland is not participating in the Marshall 
Plan, its chances of continued aid grow less. Yet the prompt 
delivery of reparations to Russia depends largely on obtaining 
from America equipment and material to produce them. 

Reparation deliveries have so far been made in full. Indeed, 
figures for the last reparations year, which ended on September 
19th, show that in that period they exceeded the stipulated amount, 
and reparations worth 127 million dollars—42.4 per cent of the 
total—have been delivered. The Russians have extended the 
period of payment from 6 to 8 years, and some of the fines incurred 
for slow delivery have also been remitted, But such gestures 
should not be allowed to obscure either the great burden repara- 
tions impose—they amounted to 15 per cent of total exports in 
the second quarter of this year—nor the manner in which they 
distort Finland’s economy. The false valuation of goods at 1938 
prices works strongly against Finland. So does the actual low 
value placed on many products: wooden schooners, for example, 
are said to be entered at only half their real value. 


: Appeasement of Russia 


Prewar prices were also used in valuing German assets to 
which the Russians lay claim in Finland. Under an agreement 
concluded last February their total value is put at 6,000 million 
marks, of which deliveries of goods to Russia will account for 
half, and foreign currency holdings now surrendered for 460 
million marks, The cession of the power station which serves 
the Petsamo nickel mines, the rebuilding of the Soviet Legation 
in Helsinki, the surrender of an old warship and similar services 
have also been taken into account. The acquisition by Russia 
of a controlling interest in several important firms completes 
the total. 

So the curious process of unexpected concession and_ flinty 
bargaining continues. After long negotiations the Finns have been 
given the valuable right to use the main railway line through the 
Russian defended zone at Porkalla: the first train, two-thirds 
empty and with windows covered, made the journey a month ago. 
But important trade negotiations with Moscow last month proved 
inconclusive. It was widely rumoured—and officially denied— 
that the Russians would discuss trade only if wider political 
issues, such as a military alliance, were also on the agenda. The 
overt domination of Finland would end the American supplies 
that are essential to the reparations programme, And the loss of 
Finnish reparations, which are the most promptly delivered of 
all goods imported by Russia, would hamper Russia’s reconstruc- 
tion. This is one of the reasons why the Finns work with such 
admirable industry. So long as they fulfil their obligations Russia 


‘will delay any drastic action to the last possible moment. 
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WORLD 





Britain’s Exchange Reserves 


N exchange of letters between the Chancellor of the Ex- 

chequer and the Secretary to the US Treasury, dated the 
4th and 5th of December respectively, declared the $400 million 
left in the US line of credit to be at the free disposal of the 
British Government. Technically, it would be wrong to say 
that this amount has been “ unfrozen,” for it had never in fact 
been frozen. The outward form of this immobilisation of the 
balance of the loan that remained unspent on August 2oth 
was a voluntary undertaking by the British Government to 
desist from further drawings until consultations on the subject 
had been completed with the US Government. 

As the suspension of convertibility of sterling was a breach 
of one of the basic conditions of the loan agreement, there could 
be no alternative but to stop drawing. Any other course would 
have laid the US.Administration open to chatges from Congress 
of serious dereliction of duty. For obvious reasons of prestige 


the initiative in stopping drawings had to come from the 


borrower and not from the lender. 

The subsequent consultations between the two governments 
have been almost continuous. The US Treasury was at first 
inclined to require proof of the British Government’s conten- 
tion that the events of August 20th were of the “ emergency and 
temporary nature” which had been attributed to them in Mr 
Dalton’s letter of that day to Mr Snyder; the American 
authorities were then disposed to look for such proof in the 
convertibility provisions of the payments and monetary agree- 
ments subsequently negotiated by Britain. But the facts of the 
British situation and of the world shortage of dollars, which 
may have been perceived only dimly in Washington before 
August 20th, have since percolated into many recesses of the 
US administration and even of Congress. The search for a 
hard and fast interpretation of the “ non-discriminatory ” 
clause nine of the loan agreement was abandoned in favour of 
Mr Snyder’s eminently satisfactory statement of September roth 
that “ when any two governments work out an agreement it 
must be kept flexible. This was the spirit of the original loan 
negotiations. . . . It is basic to an understanding of Section 9 
of the agreement to apptecigte that it was never intended to 
constitute a strait jacket on British trade.” 


The same satisfactory treatment has now been given to the 
convertibility clauses of the loan agreement. Sir Stafford 
Cripps, in his letter of December 4th to Mr Snyder, has re- 
affirmed “ the intention of His Majesty's Government to adhere 
as closely as possible to the objectives of the (loan) agreement 
at all times and to implement these objectives fully at the earliest 
possible time.” In his reply, Mr Snyder has made no attempt 
at clearer definition. The whole question of the return to con- 
vertibility is thus left to the good sense and judgment of the 
British Government. The $400 million has been made available 
without any of the constrictions upon British policy which 
might have resulted from an effort to give greater precision to 
the two basic. conditions of the loan agreement, namely, con- 
vertibility and non-discrimination. 

The contrast is unmistakable between the trust, under- 
standing and elasticity now shown by, the US administration, 
and the rigid.dogmatism and legalism which: found»expression 
in the loan agreement. The change is welcome evidence of a. 


new atmosphere, particularly at the US Treasury, where the 
facts of economic life in Europe are at last being understood, 


* 


Unfortunately, the release of the $400 million does not 
materially alter the shape of the problem of Britain’s balance 
of payments. In particular, it should be emphasised that the 
additional resources, although made available without conditions 
which might have hampered Britain in the commercial and 
financial negotiations now in progress, afford no grounds for 
any relief from current and prospective austerity. In the 
popular press this week it has been suggested that at least it 
may now be.no longer necessary to make the further cuts in 
imports of food which are threatened in the New Year. But 
even such a relaxation as this would be more than could be 
warranted by the state of Britamn’s external reserves and the 
prospect of achieving the export targets. 

It is true that the Government’s calculations of the extent 
of necessary economy in overseas outlay did not assume the 
availability of this residual £100 million from the dollar loan. 
But, even on the official assumptions—that the 1948 export 
targets would be achieved and the savings in overseas expendi- 
ture duly effected—the prospective position twelve months 
hence was extremely grave. On these assumptions, it was 
expected that the ultimate reserve of gold and dollars would 
have fallen by end-1948 to only £270 million, which Sir Stafford 
Cripps describes as the “ minimum operable level.” Yet, even 
though the import cuts and export progress had by that time 
restored equilibrium to the balance of payments as a whole, 
there would still be a prospective gap of no less than {£250 
million per annum in the balance of payments in hard currencies. 
On such a prospect, it would be a matter of common prudence 
to treat the uncovenanted {100 million as a means of augment- 
ing the exiguous reserves. 


The prospect, on these official assumptions and calculations, 
is bleak. But experience to date scarcely justifies confidence 
that the official programme will in fact be realised. On the 
contrary, all the evidence pointed to the probability that the 
“minimum operable reserve” would be reached before next 
autumn. And the additional {100 million—of which {25 
million has at once been drawn—tepresents less than two 
months’ supply of dollars at the current rate of outgo. It will 


scarcely suffice to provide for the effects of the prospective 
error in the official estimates. 


The latest official figure for the gold reserve—from the 
current issue of Monthly Digest of Statistics—is £591 million 
as at June 30th last, compared with £582 million three months 
earlier. By end-November this holding had been reduced by 
£103 million by reported sales of gold, but there will have been 
additional purchases of newly-mined gold, principally from 
South Africa under the gold purchase agreement which expires 
at the end of this year. It is generally understood that the 
amount secured from this source in the first six months of this 
year was rather less than half the mininjum amount contracted 
for in the year as a whole. In the current half-year, therefore, 
the purchases may reasonably be estimated at around {50 mil- 
lion. On that basis, ghe gross holding of gold and dollars at 
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the end of this month, before allowing for the final month’s 
sales (and excluding also any unspent dollars drawn from the 
residual amount of the US credit), would be £540 million. 


These are not, however, the only liquid exchange resources 
prospectively available. To this total of £540 million there has 
to be added the £100 million of dollars now available in the 
US line of credit, the £80 million gold loan which Britain will 
receive from South Africa in 1948, and the further £20 million 
of dollars which may be acquired from the International 
Monetary Fund before mid-September next. There is also the 
residue of the Canadian credit, which had been reduced by end- 
November to £82 million. In any attempt to estimate the 
rate of exhaustion of the global reserves it is better, however, 
to leave this item out of account, first, because any expenditure 
in Canada has for some time past been financed only to the 
extent of one-half from the credit (the remainder being paid 
for in US dollars); and secondly, because the difficulties of 
Canada’s own external problem make it uncertain whether even 
this proportion will obtain in future. Excluding the Canadian 
credit, the global reserves available or prospectively available 
in the period from end-November last to mid-September next 
amount to about £740 million, before allowing for the undis- 
closed off-setting claims and liabilities. To ensure, therefore, 
that the reserve does not fall below the “minimum operable 
level,” the maximum sum available for all purposes is £470 
million. 

In the three months to end-November, as a table in last 
week’s issue showed, sales of gold and purchases of dollars 
from the IMF aggregated £163 million. To this figure there 
has to be added the amount utilised during September from the 
final drawings on the US dollar credit notified before 
August 20th ; this amount was understood to be £374 million. 
In addition, during the three months roughly £30 million was 
drawn on the Canadian credit, so that in three months the total 
exhaustion of reserves was £230 million. Even if the demands 
for Canadian dollars are excluded, this is equivalent to an annual 
rate of no less than £800 million ; moreover, it is significant 
that there was no perceptible diminution of the rate of outgo 
during the last month of the period. 


If, therefore, the drain were to continue at this ruinous rate, 
the total available reserves would be exhausted in a little more 
than seven months from end-November. It is true, of course, 
that the import cuts so belatedly imposed have scarcely yet had 
time to bring any important relief. The latest trade figures, 
those for October, did indeed show a reduction of some 6 per 
cent in the burden of import costs from the record level at 
which they were running during the third quarter of the year. 
But, despite the good performance of exports in that month, 
the visible adverse balance of trade was still running at virtually 
{600 million per annum. 


It is difficult to guess the extent to which this visible deficit 
is being abated by a surplus on invisible items, for not only are 
these notoriously difficult to estimate but the problem is now 
further complicated by the fact that both the Government’s 
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import programmes and the official estimates of the invisible 
account are based upon an f.o,b. valuation for imports although 
these continue to be valued on a ¢.i.f. basis in the trade returns. 
The largest potential source of gain to the invisible account in 
1947 lies in the prospect of a big reduction in Governmental 
overseas expenditure, which in 1946 was estimated at {£300 
million and for the current year was expected to fall to £175 
million. If this rate of reduction has in fact been achieved, it 
is possible that invisible items taken as a whole (and with imports 
valued on a c.i.f. basis) are showing a net surplus of approaching 
£100 million per annum. This would suggest that the global 
deficit on the balance of payments is now running at rather 
more than {500 million—which probably represents a substan- 
tial improvement upon the rate of outgo during the summer, 
but is fully £150 million more than the figure estimated for 
1947 in the Economic Survey (when it was affirmed that “ it 
would be unsafe” to borrow more than £350 million net) and 
£100 million more than the estimated actual deficit last year. 
Such improvement as has occurred recently in the global deficit 
is, however, no clue to the state of the dollar account. Indeed, 
in the third quarter of this year exports to the hard currency 
area actually declined. Moreover, the latest indices of import 
prices show a renewed upward movement and, as usual, the 
rate of increase is faster than that in export prices. 

Finally, it must be emphasized that Britain’s own dollar 
expenditure does not determine the total demands on the central 
exchange reserves. There is little doubt that in recent months 
there has been some acceleration in the rate of drawings to 
meet the needs of the remainder of the sterling area. India 
is certainly incurring large dollar outlays, while its dollar in- 
come has shrunk to very small proportions. Among other 
sterling area countries, Iraq and Eire are also believed to be 
making substantial demands, following the recent assignment 
to them of specific quotas of hard currency. It seems virtually 
certain that the additional strain imposed from these sources 
has more than offset the relief from the economy measures which 
are being taken elsewhere, in particular in Australia and New 
Zealand. These measures, like Britain’s own import cuts, will 
take time to show results. 

Undoubtedly, the whole programme of dollar economies 
should in due course substantially reduce the rate of draft on 
the shrinking reserves, but it would be unwise to assume that 
any really large reduction will be possible in the immediate 
future. Until these measures take effect, and until there is 
much more positive evidence than is yet available that the export 
drive will make large progress in the hard currency area, the 
only safe assumption is that the central exchange reserve will 
fall to the minimum level some months sooner than the 
authorities envisaged when the latest import cuts were 
announced at end-October. Plainly, there is no justification 
whatever for treating the welcome restoration of the right to 
draw on the US credit as any excuse for relaxation of effort. 
On the contrary, a realistic survey of the exchange position, as 
it now presents itself, rather suggests the need for still more 
rigorous economy. 


Rubber and Geneva 


(By a Correspondent) 


UBBER is admittedly the most important potential dollar 
R earning product of, the sterling area. It is produced 
mainly inthe Colonies and to a lesser extent in Dominions of 
the British Empire. Producers of the commodity were accord- 
ingly entitled to derive some degree of encouragement from 
the preliminary statement, made in the House of Commons on 
Octobet 29th that special attention had been: given to the 


need for the easier access of Colonial products to the American 
market and that the advantages secured for the benefit of 
Colonial trade were equivalent and corresponding to the tariff 
concessions. made . by..His..Majesty’s.. Government and, the . 
Colonies ; it added that they were indeed immediate advantages. 
The optimism of the. producer was obviously. shared by the 
market and the consumer—curiously enough, to a major extent 
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in the United States, where the market rose immediately. 

The President of the Board of Trade presented the Report 
on the Geneva Tariff Negotiations to Parliament on Novem- 
ber 13th. A search for the advantages obtained by the rubber 
producing industry resulted in the discovery of the following 
reference only, following a recital of the concessions agreed by 
His Majesty’s Government: — 

Note.—The concessions in respect of margins of preference 
enjoyed by the United Kingdom in the Colonies were made 
primarily to the United States. They are to come into operation 
as soon as practicable but in any event not later than the 31st 
December, 1949. They may be made inoperative, however, tf 
at any time the quantity of general purpose synthetic rubber 
required to be consumed in the United States of America under 
internal quantitative regulations exceeds 25 per cent of the total 
consumption in the United States of America of natural, syn- 
thetic and reclaimed rubber. 

The italics (which have been inserted) indicate no conces- 
sion by the USA whatsoever, but the approximate main- 
tenance for the time being of the status quo which, given the 
new percentage formula, might easily result in a definite con- 
cession by the Government at the expense of the rubber pro- 
ducer. The Rubber Growers’ Association has lodged a protest; 
but it is still uncertain what steps, if any, the Government will 
be prepared to take to amend its error. 

The error is due to a subtle alteration in the percentage 
formula. The present basis is 33} per cent of general purpose 
synthetic rubber (referred to later as G.R.-S.) to the total 
quantity of natural and G.R.-S. rubber used ; this is to be 
changed to 2§ per cent of G.R.-S. to the total of natural and 
G.R.-S. rubber plus special purpose synthetic rubber and 
reclaimed rubber. The 25 per cent of general purpose synthetic 
rubber covers only the quantity definitely under control and not 
such additional quantities (and they are not inconsiderable) as 
are, and will continue to be, used voluntarily without control. 
The new formula does not materially affect the present inci- 
dence of the usable quantity of natural rubber but it introduces 
new and non-comparable factors which may well result, not 
in an increase, but in an actual reduction of the permissible 
usage for natural rubber. It is a formula that has hitherto been 
avoided both in America and Britain. The British negotiators 
who took charge of rubber at Geneva must have been fully 
aware of these facts. Unfortunately at no stage in the negotia- 
tions did they have, or ask for, the assistance and advice of 
experts from the industry, and the Government negotiators 
must bear the whole blame fox the failure to protect the interests 
of the Colonies, and of a vital industry of international 
importance. 


Control of rubber in the United States covers two com- 
petitive types of rubber only; natural rubber of all types and 
G.R.-S. These two products are (except to a very minor 
extent), directly competitive in the industry generally. While 
natural rubber is generally superior, there are fields where 
G.R.-S. is preferred at a common price level. As they 
are directly competitive, and other types of rubber are not, 
it is fair and reasonable that they should be regarded as alter- 
natives, to be used or not according to cost, if there is no 
control, or in a correct balance, if control is considzred neces- 
sary. Control is logically confined to these two materials only. 

Special purpose synthetic rubbers (with the possible ex- 
ception of butyl) do not compete with natural rubber ; they 
are used, even at a much higher price, in the manufacture ot 
products for which they possess certain important character- 
istics which natural rubber does not possess (though research 
may in the future modify natural rubber so as to be com- 


- petitive in some instances). Therefore, to bring them within 


a scheme of control is basically unsound. Consumption of 
special purpose synthetic rubber is in no way related to that 
of natural rubber and G.R.-S., but under the Geneva 
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formula, any extension in their use will with no logical justif. 
cation react adversely on the proportion and quantity of natural 
rubber that may be used. 

The inclusion of reclaimed rubber is equally illogical ; t js 
a product derived from articles manufactured either from 
natural or synthetic rubber ; it is a compounded material ang 
contains a considerable percentage of extraneous matter, dis. 
integrated cotton, carbon black and zinc oxide. The reclaim 
of a tyre does not result in the production of new rubber in the 
same sense that repulped paper can produce new paper; 
reclaimed rubber is in fact really a filler. It is used in conjunc. 
tion both with natural rubber and G.R.-S., not as a competitive 
substitute ; its usage is reasonably constant in relation to the 
use of either natural rubber or G.R.-S. Consumption of 
reclaimed rubber tends to increase as rubber prices rise, but 
only to an extent which will not seriously affect the quality of 
manufactured products. 

This description of the products under discussion leads 
directly to the basis of control of rubber consumption in the 
United States—an administrative function which is much 
misunderstood. During the war, drastic control over rubber 
was essential ; the Government became the sole importer and 
producer and exercised control through a complex but effective 
executive order which was designated R-1. This control was 
based on legislative sanctions which on the termination of the 
war were enacted and enforced through the Second War Powers 
Act which was due to expire on June 30th, 1946. Meanwhile, 
on September 1§th, 1945 (on the termination of the Japanese 
war), the American Government set up an Inter-Agency Policy 
Committee on Rubber to advise and report on the very difficult 
position created by the vast expansion of the synthetic rubber 
industry during the war in the United States and the prospective 
revival of natural rubber production. 

The committee issued two reports, on February 19th and 
July 22nd, 1946, known as the Batt Reports. The provisions 
of the Second War Powers Act were extended to the spring of 
1947 when they were superseded by the Crawford Act which 
is still in force. This act made it possible to implement some 
of the important provisions of the Batt Reports ; it abolished 
the Government monopoly over the import and sale of natural 
rubber, thus technically freeing the market, and it contained 
provisions for continuing the control of the consumption of 
natural rubber by specification, pending a final decision on the 
Batt recommendations generally. It contains no reference at all 
to reclaimed rubber. But the Crawford Act was merely an 
enabling measure; the actual control—with the important 
addition that control is exercised by the Department of Com- 
merce through Order R-1 which in the absence of legix 
lation would have become unconstitutional. The Crawford 
Act expires on March 31st, 1948, and it seems probable that a 
new Crawford Act will be enacted, taking effect from April Ist, 
and containing similar provisions for control of usage of natural 
rubber to be enforced only to the extent required in the 
interests of national security. In the absence of a new Act, 
R-1 as an order will lapse and implementation of the Geneva 
formula will be impossible. 

The exercise of control in matters of international importance 
by executive action is not unknown in this country ; of course, 
it removes all semblance of authority by the legislature, but the 
handling of the 1947 Crawford Act through the medium of 
R-1 has not been discreditable. By a revision of Order R-t 
dated September 9th, the proportionate controlled usage of 
natural rubber (excluding latex, which is a special problem) 
to G.R.-S. reached the level recommended by the Batt Com- 
mittee ; all products except those used in the automotive 
industry were released from control, with the result that the 
full impact of compulsory use of G.R.-S. is borne by that 
industry—mainly by passenger car tyres, where the use of 
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natural rubber is limited to 23 per cent of natural and G.R.- 
combined. The proportion arrived at corresponds fairly closely 
with the “concession” obtained by the U.K. representatives 
at Geneva under a misleading formula, It should be noted 
moreover, that the limitation of usage of G.R.-S. to 334 per 
cent of the total of natural and G.R.-S. combined refers only 
to quantities controlled by internal quantitative regulations ; 
voluntary usage, which is not inconsiderable, must be added to 
the figure. Statistics indicate that the percentage of G.R.-S. 
used had fallen from 69.5 in 1946 progressively to 39.8 in 
September, 1947—the Jast month for which figures are avail- 
able. In September, 1947, the usage of natural rubber was at 
the rate of more than 600,000 tons per annum compared with 
278,000 tons in 1946. 

The’ recommendations of the Batt Reports still hold the 
field of considered opinion in the USA. The Reports definitely 
recommend a policy aiming at the actual usage of one-third of 
G.R.-S. to two-thirds of natural rubber, but suggest that a 
part of their aim may be obtained without compulsory control ; 
in fact, they express the hope that voluntary consumption of 
G.R.-S. “will be at a level sufficiently high that no Govern- 
ment action will be needed to make synthetic consumption 
mandatory.” In the absence of that, they are in favour generally 
of a system of control by specification. But “the Committee 
feels very strongly that any measures to force consumption of 
synthetic rubber should be kept to the absolute minimum con- 
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sistent with the national interest.” It believes that “ ther 
Should be no more interference with international trade i 
rubber than is necessary for national security.” 

There is nothing in the Batt Reports to justify or even 
Suggest the Geneva formula. To those who have studied the 
problem, it is nothing but a blind—it suggests a con- 
cession, but concedes nothing. It introduces complexities, un- 
certainties and injustices. Thus, in 1946, the usage in the 
United States (in round figures) of natural rubber and G.R.-S. 
was 900,000 tons, that of special purpose synthetic rubber and 
reclaim was 400,000 tons. On the Batt recommendations the 
proportionate tonnage of natural rubber would be 600,000 
tons, of G.R.-S., 300,000 tons; but on this basis the per- 
centage prescribed under the Geneva formula would give 
G.R.-S. rather less than 23 per cent of the combined total 
of G.R.-S., natural rubber, special purpose synthetics and 
reclaim. This is less than the 25 per cent agreed in the 
formula, and the American authorities would be fully entitled 
to raise the compulsory use of G.R.-S. at the expense of 
natural (for there is no control over the use of special purpose 
synthetics or reclaim) without losing any of their concessions. 
These figures are sufficient to indicate that the so-called conces- 
sion to Britain is no concession at all ; so far from ensuring or 
promoting the use of natural rubber in the United States it 
renders its position and the prosperity of the Colonies more 
vulnerable. 


Business Notes 


Last Lap in Home Raiis 


On Wednesday dealings began in home rail stocks ex the 
last dividends and free of Stamp Duty, as had been expected. 
Ik was a thoroughly interesting day, and it will be a thoroughly 
interesting Account. The new free-of-stamp basis produced 
an immediate rise throughout the market, and the entire range of 
stocks settled at a common level of 4 per cent discount. Gradually, 
in the last several weeks, the illogical echelon ini discounts 
(smallest for the senior stocks and largest for the juniors) has 
been corrected by steady investment purchasing of the junior 
issues. But the present discount seems unreasonably large still. 
For it implies that, regardless of the kind of Transport Stock 
which is issued on January 1st next—and this must be related 
to the level of gilt-edged stocks on that date—it will immediately 
go to 4 points discount when dealings start on January 2nd. 

It may be logical that an addition of £1,000 million to the 
gilt-edged market should tend to depress gilt-edged prices and 
to raise equity prices. At any rate, that is what happened this 
week. But 4 points discount still seems an unduly wide margin, 
at this late stage of the exchange. It suggests that home rail 
stocks are too low, or that long-dated gilt-edged stocks are too 
high. Opinions differ about the volume of selling which is likely 
to take place on January 2nd. Here, of course, the crucial question 
is the terms of issue—about which the majority view remains 
unchanged that it will be a 3 per cent stock, with 30-40 years 
life, issued without any face-saving option to take a 2} per cent 
“short” instead. Since so great a proportion of the funds 
invested in home rails represents trustee monies, there would be a 
wider inclination to hold a 3 per cent Transport Stock than one 
carrying 2} per cent. The institutional and professional investors, 
again, who have been using the home rail market as a back door 
method of entry into the gilt-edged market, at discounts ranging 
up to Io per cent or more, will also be prepared to look at a 
3 per cent stock on its merits. There are others who have made 
useful profits and will be switching into “dated” stocks again— 
one example was the sale some time ago of 3 per cent Savings 
Bonds at 108, followed by the purchase of Home Rails at 7 dis- 
count, which can now be sold at 4 discount and reinvested in 
the Savings Bonds at just over par. The impression 1s growimg 
that, provided the Treasury does not turn the screw too hard 


‘on January rst, the volume of selling on the next day need not 


be uncomfortably great 


The Technical Arrangements 


Notices issued by the British Transport Commission and by 
the Stock Exchange Council early this week have clarified the 
technical arrangements for the exchange of stocks. This will 
be a token affair—at least at first. There will be no immediate 
recall and reissue of stock certificates, Instead the present 
certificates will be taken to represent ‘the appropriate amount of 
Transport Stock. The amount of each holding will be “cal- 
culated in accordance with rates to be published on January 2nd” 
—a form of words which leaves room for the issue of Transport 
Stock at a discount or premium. 

At midnight on December 31st, home railway stocks will be 
extinguished, and January Ist will be dies non, without railway 
stocks or Transport Stock until owners of the latter are noiified 
on the following morning of the “rates” on which they can 
calculate their holdings. The position of the “ valued ” securities 
is clear—these are the stocks whose take-over prices were pub- 
lished even before the Transport Bill itself appeared. But the 
position of the “unvalued” securities, whose value has yet to 
be determined by the Transport Arbitration Tribunal, is obscure. 
Obviously, the only right carried by these stocks from January 
1st will be the right to receive an unknown amount of Transport 
Stock, with interest from January Ist. 

* * * 


Canada’s Trade Policy 


It was announced in Ottawa this week that up to December 
8th Britain had withdrawn all but $317 million of the loan of 
$1,250 million obtained from Canada early in 1946. The Canadian 
Minister of Finance, Mr Abbott, disclosed that the withdrawals 
from the loan reached their peak in June, 1946, when they 
amounted to $120 million. Last month they totalled $40 million 
and were running at the same rate in the first week of December, 
when they amounted to $10 million. The future rate of drawing 
on the loan is one of the points at issue in the British-Canadian 
economic negotiations in Ottawa. It is, of course, bound up 
with the food contracts which the British delegation have sug- 
gested should be subjected to a highly selective process of pruning. 
It is also affected by the capacity of Britain 10 go on meeting half 
the net stering area deficit with Canada in US dollars. Finally, 
it is affected by Canada’s large running deficit with the United 
States and by the corresponding depletion of Canadian gold and 





: 





972 


dollar reserves. The latest external trade figures of the Dominion 
suggest that imports from the United States will this year amount 
to $1,800 million and exports to the United States to $900 million. 
Allowing for the export of about $100 million of newly mined gold, 
there will be a deficit of some $800 million, which is about the rate 
at which the gold and US dollar reserves have been running out 
this year. Canada’s trade with the sterling area provides the 
complementary part of this picture, namely exports of $1,100 
million, imports of $300 million, leaving a surplus of $800 million. 
If sterling were convertible, all would be well. 

This pattern of Canada’s external economic relations is suffi- 
cient explanation of the Dominion’s studious desire to do nothing 
that will damage the prospects of a rebirth of the system of non- 
discrimination and multilateral trade and payments. Comments 
on Canada’s defensive measures to combat the drain on gold and 
US dollar reserves have, perhaps, tended to belittle the element 
of conscious discrimination that enters into both outright import 
prohibitions and the quota restrictions. The items selected for 
outright prohibitions have been chosen with a view to excluding 
imports from hard currency countries and, in effect, more than 
90 per cent of the trade affected will be imports from the United 
States. As for the quotas, the choice of the pre-war period as the 
basis of the permitted volume of imports will have the same dis- 
criminatory effect. For each country of origin the permitted quota 
will be 400 per cent of the basic figure in the case of textiles and 
210 per cent in the other categories of imports. This will mean 
that a virtually unlimited ceiling will be placed on imports from 
Britain, which are now a small fraction of the pre-war figures, 
while drastic cuts will have to be made in imports from the United 
States. 

This discrimination squares with Canada’s commitments 
under the Geneva agreement on tariffs and trade, given the balance 
of payments difficulties that have caused discrimination to be 
invoked. But if so far, whv not a little farther? Why not invoke 
the balance of payments difficulties to justify openly discriminatory 
application of the outright import prohib:tions ?, Why stop in 
its tracks the modest flow of exports from Britain ro Canada which 
fails under the ban? That trade has been doing god service 
in slowing down both the drafts on the Canadian credit and the 
accompanying and equal payments of US dollars to Canada. 
Evaluating at its highest Canada’s desire to promote a system of 
multilateral trade and payments, it is still difficult to appreciate 
the reasons for outright prohibition of certain imports from 
sterling countries. 

+ i. * 


Improved Steel Allocation ? 


Steel consumers will be fortunate indeed if they escape much 
confusion and delay in obtaining their supplies when the existing 
steel allocation scheme is modified at the end of March. The 
existing system, as The Economist has on several occasions empha- 
sised, has laboured under obvious defects for many months. The 
trouble is largely the inflation of “M” forms (which entitle the 
holder to obtain steel) compared with the supplies of steel avail- 
able to honour the forms. There is a gap of 2,000,000 tons between 
the two, and it is hoped to squeeze out the inflationary froth by 
cancelling all old “M” forms on March 31st next year. 

All orders for steel placed under old “ M ” forms will thereupon 
be cancelled, unless they have been previously validated by a new 
Iron and Steel Authorisation, the issue of which will start in 
January. During the first quarter each industry will have to 
decide which steel orders it wishes to validate, but it will not be 
able to validate orders for more steel than is actually allocated to 
it. Thus the “M” form account will be squeezed—or lopped 
—into balance. That is a desirable and overdue step. But to 
expect that this process will work with more than the roughest 
justice would be optimistic. Steel may be the limiting factor 
in next year’s economic planning, but a lot of work has already 
been done in various industries on the assumption that steel 
for which “M” forms had been issued would eventually 
be forthcoming. Is this commitment of resources and: factory 
space to be wasted? Or do the allocations for the first period of 
next year take into account the existing degree of over-issue by 
making the cuts less severe for those concerns which have already 
gone ahead—on the assurance of a legal document of entitlement 
— projects for which steel] would be required early next 
year 

It is satisfactory that bulk authorisation is to be extended, bur 
the scheme does not go very far in linking the control of steel 
supplies to the end-uses for which they are required. And 
it is apparently proposed that authorisations which cannot be 
matched by supplies of steel in any ore quarter will automatically 
lapse and will have to be revalidated. That is good deflationary 
practice, bur experience with the “M” form system showed that 
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it does not work smoothly in steel—partly because it is not possible 
exactly to forecast when the stee] will be required since other 
shortages may delay even the best planned project, and 
because the particular type of steel may not be available for 
delivery. If authorisations which cannot be fulfilled for such 
reasons as these have to go through the official mill each quartet, 
delays will multiply, and the hope that “a few officials” will be 
sufficient to supervise the smooth running of the scheme will be 
vain, 

Mr Marquand was prudent enough to admit that the scheme 
sounds complicated and will involve “considerable work” for 
industry. The detailed instructions which are to follow will be 
formidable indeed. And it does not promise to show a great 
improvement on the existing scheme in getting steel to the right 
users—at least in the early stages. 


* * * 
Unilateral Devaluations 


The basic principles of the Bretton Woods agreements have 
been under heavy fire recently. The fundamental conception of 
the International Monetary Fund agreement is that it will 
eliminate the anarchy of unilateral devaluation of currencies, but 
that all changes in parities, for which the agreement provides 
reasonable scope and elasticity, shall be brought about with the 
approval of the IMF. Within the last few weeks three members 
of the IMF, Greece, Italy and Poland, have devalued their cur- 
rencies, not by straightforward open methods but by circuitous 
measures which for all their complications can be seen to defeat 
the spirit of the Fund agreement. , 

The case of Greece is the most blatant. It is also the most 
reprehensible because, in this case, the initiative or at least the 
encouragement must surely have come from the American officials 
who now direct Greek economic affairs. In order to overcome 
the handicap of excessively high prices for Greek exports (in other 
words to counter the gross overvaluation of the drachma), ex- 
porters have since the middle of October received in exchange 
for the foreign exchange proceeds of their exports drachmas calcu- 
ated at the official rate of 20,000 to the £, plus foreign exchange 
certificates equal to the amount of the foreign exchange sur- 
rendered by them. These certificates have a free market and must 
be bought by Greek importers who when buying abroad have 
not only to pay drachmas at the official rate for the foreign ex- 
change they require, but must also hand in an equivalent amount 
of foreign exchange certificates. A double offence against IMF 
principles is involved in this device. Not only is it tantamount to 
a unilateral devaluation of the currency, but the free market for 
certificates which has been tolerated and indeed used by the 
authorities, has. provided cross rates, as between dollars and 
sterling for example, that have differed widely from the official 
parities. 


* *x * 
Italy’s Export Rate 


The Italian devaluation varies a device which has long been in 
operation. Since early in 1946, when private trading with Italy 
was resumed, the practice of the Italian exchange authorities has 
been to allow the Italian exporter to sell in the free market half 
the foreign exchange proceeds of his sales and to apply the official 
rate only to the other half. The free “ export” rate has fluctuated 
considerably and this year, as against an official rate of 222.70 to 
the dollar, has ranged between 520 and 920 lire. On November 
28th a decree abolished this system and provided that the whole 
of the foreign exchange proceeds of Italian exports should be paid 
for at a rate calculated on the previous month’s average free 
market rate. That free rate has been falling in recent weeks 
owing partly to the stringent deflationary policy being pursued 
in Italy. Thus the effective rate—the latest figure is 589.457 lire 
to the dollar, 1,961.30 lire to the pound ard 149.32 lire to the 
Swiss franc—shows a higher exchange value for the lira than 
those produced by the 50/50 arrangements a few months ago. 

The Polish measure is far simpler. The official rate stays at 
400 zlotys to the pound, and so long as this remains on the 
statute books and in the parities notified to the IMF, all is pre- 
sumably well. But it was announced last week that the Polish 
Government had established a new rate of exchange of 1,600 zlotys 
to the pound, which will apply to all such transactions as assiSt- 
ance from relatives abroad, allowances, inheritances and legacies. 

One must wonder how these members of the International 
Monetary Fundereconcile their exchange policy with the obliga- 
tion whereby “each member undertakes to collaborate with the 
Fund to promote exchange stability, to maintain orderly exchange 
arrangements with other members, and to avoid competitive 
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December 


December is balance month. The last few days of the 
year make heavy demands upon the staff of the bank, 
for every account is “ balanced” and checked. Modern 
office methods, involving the use of mechanised 
book-keeping systems and of photographic records in 
accountancy, have reduced the time spent in searching 
for the proverbially elusive penny, but even so, hard 
work by every officer is required at “balance tume” 
You will soon have an opportunity of studying the 
balance sheet of the Midland Bank; it is clothed in 
conventional form, but behind its figures lies the story of 


great achievements for customers large and small. 


MIDLAND BANK LIMITED 
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exchange alterations.” The three devaluations achieved by these 
devices may be wholly justified by prevailing convictions. But 
if so, why not approach the IMF with a request for a change in 
parities ?. This hole-in-corner method of devaluing brings into 
disrepute the one international instrument on which hopes of 
ordered international monetary relations can be placed. 


* * * 


Oil Bunkering Crisis 

Although the oil supply situation is known to be serious, 
few people can have expected bunker supplies for ships to be 
gravely endangered, except perhaps in isolated cases where dis- 
tributing facilities have temporarily broken down. But it is now 
announced by the Chamber of Shipping that some shipowners 
have been refused contracts for oil supplies in 1948, This means 
that next year shipowners will have to take pot luck at bunkering 
stations, paying 20 per cent more for spot oil than it costs at 
contract prices. 

For some months it has been difficult to obtain oi] bunkers in 
North American ports. Now it appears that contracts coming 
up for renewal are being refused. In the absence of details of 
the terms of such contracts, it is difficult to assess the extent of 
the anticipated shortage, but some measure of its adverse effect 
on British shipping-may be judged from the fact that the Chamber 
of Shipping has seen fit to issue a statement, The majority of 
British steamships now burn fuel oil and the number of coal- 
burners has been steadily declining for some years, a process which 
has been accelerated by conversions from coal to oil fuel. There 
is a touch of irony in this new situation, for only a year ago owners 
f coal-burning ships were faced with the possibility of being 
unable to obtain bunkers. The more hopeful coal bunkering 
prospects may well be giving some shipowners cause to regret their 
decision to send ships to the yards for conversion to oil, while 
others will congratulate themselves on having specified dual firing 
for their new ships. 

Means must, of course, be found to ensure adequate supplies 
of bunkers for the world’s merchant ships if international com- 
merce is not to come to a standstill. “Inland” priorities cannot 
be allowed to strangle the movement of dry-cargo ships, but the 
question arises whether this can be avoided without imposing some 
form of international control over the distribution of oil. Some 
shipowners have associated this. bunkering problem with the 
proposed dissolution of the Petroleum Board, and are anxious that 
pooling should be retained until supplies of oil are sufficient to 
cater for a competitive market. These qualms will be set aside 
by the postponement of the dissolution of the Board; the 
immediate prospect of competition in the oil market was in any 
event quite limited. On the other hand, individual shipowners 
may well have been safeguarding their own position by ordering 
supplies in various ports of the world to a total figure far beyond 
their requirements. Nevertheless, until new pipelines and 
more tanker tonnage come into operation the problem of world 
distribution is likely to be acute. This can be deduced not only 
from the remarkable rise in forward rates for the time chartering 
of “ free” tankers (despite the belated release of large numbers 
of T2 tankers from the United States), but also from the new leap 
in crude oil prices in the United States last week. 


* * * 


Brokers’ Commission and Agents 


By all accounts the Stock Exchange Council is likely to con- 
firm on December 22nd the changes in the rules governing the 
sharing of commissions. The effect will be, in short, that after 
January 1, 1949, the only agents in the United Kingdom and Eire 
entitled to share commissions will be the banks, and a limited 
number of firms who are able to show, on close scrutiny, that 
they are habitually engaged in the promotion of Stock. Exchange 
business, and who are not members of a professional body entitled 
to charge for their services in this connection. Solicitors and 
accountants, many of whom handle a considerable volume of 
investment business, will then have to give advice to their clients 
gratis, or raise ad hoc professional charges—or abandon the -busi- 
ness. Broker critics of the proposals resist them, firstly, because 
they may prejudice the initiative which creates business, and, 
secondly, because even if business is not affected, the result will 
metely be to substitute banks or Provincial brokers for agents 
among other professions. ~ This, they argue, is the weakness in 
the claim that the changes will bring more business direct to the 
House at full commission, 
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mission hunting. One of its aims is to raise the status of the 
Stock Exchange as a profession, in which the sharing of fees win, 
other professions would be out of place. Much remains to be 
done in simplifying and rationalising the whole scale of com. 
missions ; sharing of commission with non-professionals jg gp 
evident obstacle to such rationalisation, especially in the delicare 
matter of increasing the net return to brokers at the lower end of 
the scale. For example, all bargains yielding less than £1 ne 
represent a clear loss, but any attempt to increase the minimum 
commissions would attract criticism so long as commission sharing 
was allowed. 

The proposed change in agency commissions is directly linked 
with the other proposal, which also comes up for confirmation 
on December 22nd, to raise the minimum figure for reduced com. 
mission under Rule 197 (1) and (4) from £2,500 to £§,000. _ There 
is some force in the view that a commission of £9-7s, 6d. is hardly 
adequate for investing so large a sum as £5,000 in gilt-edged 
securities. Yet strong opposition to the change has deve 
in the House, especially from Brokers who are particularly con. 
cerned in dealings in Gilt-edged—where the concession is most 
frequently invoked. The supporters of the increase point out 
that if the changes in the agency commissions are successful in 
bringing more direct business to the Stock Exchange, then more 
business than hitherto will attract the concession rate, which is 
not applicable to agency business. A direct order for, say, £5,000 
which attracts the concession rate admittedly yields a smaller net 
sum to the Broker than an indirect order which is ineligible for 
the concession. The case against revision is mainly based on the 
view that since the commission scale requires overhaul! and since 
a major obstacle will be removed by the new agency arrangements 
a piecemeal alteration to the £2,500 rule is untimely. 


. 


The scheme for the re-arrangement of the capital of the Stock 
Exchange outlined last March is to be put definitively to the pro- 
prietors in a somewhat amended form, to allow for the writing 
down of the £36 shares to rs. No dividends are to be paid on 
these shares, and they will confer a purely contingent equity 
in the undertaking which could be valuable only in a dissolution. 
No consideration will be payable on a transfer. Each member will 
be obliged to hold one share, and those who hold a larger number 
will have only one vote. For each of their present shares the 
proprietors will receive two £4 cumulative redeemable annuities, 
and non-members will be required to hand over their 1s, shares 
to the council as part of the deal. The annuities will be redeem- 
able at the option of the council at {100 after a minimum life 
of 5 years. There will be no limitations on dealings or holdings 
of the annuities. 

* * * 


Gold Scare in USA 


A curious perverted type of gold scare is sweeping parts of 
the United States administration. It is a fear of continued gold 
imports and should be viewed as part of the apprehension with 
which all inflationary symptoms are now being watched in 
Washington. The reasoning behind this fear is that any foreign 
demand for American goods financed by dollars acquired 
through sales of gold to the United States, is twice accursed: 
firstly, because the impact of that demand on the prices of 
available goods has its customary inflationary effect ; secondly, 
because the gold acquired by the US Government enters into 
the banking system, where it lays the basis for what may be a 
five to six-fold expansion of credit. The fear of this double 
inflationary impact of gold purchases by the United States has 
been reflected recently in the protests made from Washington 
to the Canadian Government concerning the latter’s decision to 
pay a $7 per ounce premium on all gold mined in Canada 
over and above the production in twelve months to June 3oth 
last. The protest was not based on a quibble about the true 
interpretation of Canada’s obligation under the Bretton Woods 
agreement; it merely took account of the far simpler argument 
that the Canadian programme would increase the gold flow to 
the United States and thus accentuate the inflationary forces 
already apparent in that country. 

The fear of gold also made its appearance in Mr. Snyder's 
statement regarding the freeing of the $400 million balance in 
the American loan. In this he affirmed that “ resump- 
tion of drawings against the line of credit at this time will 
permit the United Kingdom to continue the purchases in the 
United States necessary to maintain its present austerity pro- 
gramme and hence will not add to inflationary pressures in the 
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United States.” The reasoning here, presumably, is that the 
resumption of drawings will merely allow the United Kingdom 
to maintain its purchases, it will not cause those purchases to 
be increased. Consequently, it will allow a ing re- 
duction in the flow of British gold to the US Government. 
This concern with the old visible symbol of gold as a factor 
in the credit situation is somewhat difficult to understand at this 
distance from Washington. The United States Government 
have at their disposal, through the Gold Reserve Act of 1934, all 
the technical apparatus required to sterilise any incoming gold. 
Beyond this, the powers of the Board of Governors of the 
Federal Reserve System to raise member bank reserve deposits 
are not fully extended, since reserve requirements against demand 
deposits of Central Reserve city banks are only 20 per cent 
compared with the figure of 26 per cent to which they could be 
raised under the existing legislation The inflationary effect of 
foreign demand based on US assistance to other countries will 
not be determined so much by the form in which the dollars 
are procured—whether by gold sales or by credits—as by the 
accompanying measures, whether fiscal, physical or monetary, 
adopted to neutralise the inflationary forces to which that external 
demand has added its stimulus. Above all, it is surely strange that 
the US Administration should take exception to efforts made by 
the other countries to ease their dollar shortage by producing a 
little more of the one commodity, gold, which will produce dollars 
quite automatically. The attitude resembles that of one of 
the architects of the Republican party platform in the 
Roosevelt-Landon election of 1936, who stated that the party 
“favoured the orthodox automatic gold standard, but was funda- 
mentally opposed to buying another ounce of foreign gold.” 


* * * 
Writing Up Assets 


Brush Electrica] Engineering startled the City last week by 
announcing that it had written off £686,056 out of a trading 
deficit of £912,292 (compared with a trading profit for 1945 of 
£45,447) by revaluing its freehold land and buildings. The com- 
pany has stated that the writing up of these assets should correctly 
be regarded as a counterpart of the writing down of assets which 
was an integral part of the re-organisation of capital undertaken 
in 1938. As such there is perhaps nothing unusual about the 
present action, but exception has been taken to writing up assets 
for the specific purpose of writing off a trading loss of any sort— 
especially one of these dimensions. Mr Alan P. Good, who has 
been managing director of the company since the latter part of 
1946, has evidently been eager to clear up an unsatisfactory 
inheritance, for he has explained that the substantial trading loss 
for the year had already been sustained when he took over, and 
that subsequently the trading position has been greatly improved 
—for the first nine months of the current year the company has 
earned profits in excess of £200,000 and profits for the full year 
ending December 31, 1947, are expected to exceed this amount. 
Although these figures suggest that Mr Good has had a beneficial 
influence on the fortunes of the company, they do not mitigate 
the doubtful wisdom of using present inflated property values to 
bolster up assets to offset adverse trading results. 

There have been other recent cases where assets have been 
written up for quite different reasons. For instance, Australian 
Mercantile Land and Finance has written up its fixed assets in 
the latest balance sheet from {£285,100 to £559,300. Here the 
object has been to compensate for exchange differences on the 
conversion of overseas net assets in Argentina and Australia to 
sterling after revaluation. A similar step has been taken by New 
Zealand Loan and Mercantile. These actions appear quite justifi- 
able, like that of the Estates and Agency Company, which in its 
latest balance sheet has revalued its estates in Ceylon and India 
at £865,600 compared with the valuation of £485,500 at June 
30, 1946—possibly with adequate reason, though it 1s difficult to 
assess it from London. This company has voluntarily createa a 
special reserve as part of the revaluation, equal to the amount of 
the difference, and this has dispelled any doubts about the com- 
pany’s position or intentions, Another case, that of Bartholemew 
(London), is to some extent open to the same criticism levelled at 
Brush Electrical Engineering, for here there has been a writing up 
of fixed assets by a substantial amount to take advantage of the 
present high level of property values. =A 

An established tenet of conservative finance enjoins all com- 
panies to avoid the temptation of raising the book valuation of 
fixed assets in conformity with changes in market _ values. 
Departures from this principle are few, and they can be justified 
only by quite special reasons—among which the desire to 
write off trading losses cannot be included. 


975 
More Wage Claims 


The Government’s appeals to the trade unions to refrain 
from pressing claims for higher wages appear to be falling on deaf 
ears. Nobody expects that the TUC special committee, which 
has been investigating the whole question of wages, prices and 
profits, and will report to the General Council next week, will 
carry these problems much further forward. Yet wages questions 
are again looming ahead. This week the cotton spinners have 
tabled a claim for a general increase of ros. a week for spinners, 
with a 5s. increase for spinners’ assistants. The spinners will no 
doubt argue that the 10 per cent increase in production reported 
by Sir Stafford Cripps last week justifies this move, and that it is 
necessary to offer higher minimum wages in order to attract 
recruits to the industry. At the same time, any inflation in the 
costs of spinning would be passed on to the consumers of yarn 
and increase the difficulties of selling in overseas markets. What 
is More urgent in the spinning industry is the revision of the wage 
structure, which remains highly complicated and full of anomalies 
in spite of the recommendations for its simplification by the 
Evershed Committee of 1945. 


The wage talks now going on between the railwaymen and the 
companies come in rather a different category, for they are in 
accordance with the recommendation of the recent Court of 
Enquiry. The railwaymen are still smarting under the Court's 
award of 7s. 6d. a week, instead of the £1 they demanded, but 
the Court emphasised that this increase should be regarded as an 
interim measure, pending an overhaul of the industry’s wages 
structure. The main purpose of the present negotiations is there- 
fore to devise some form of grading, which will remove some of 
the existing anomalies and provide an incentive for efficiency 
and promotion to more responsible work. The present minima 
would, it is understood, not be interfered with, but the differentials 
between the various grades would be much more marked. The 
grading of wages is a long process, as has been shown by ex- 
perience in engineering and mining, and no rapid agreement can 
be expected. That is perhaps a good thing, for any further 
addition to transport costs at this stage would be highly damaging 
to industry generally. Yet both of these industries are suffering 
from shortage of labour, and both pay lower wages than 
many competing industries. 


* * * 


Trade in Latin America 


Lord Wardington’s statement for this year’s meeting of the 
Bank of London and South America is, as usual, a mine of in- 
formation for all who have trade and financial interests in the 
Latin American Republics. Speaking generally, the current year 
has been marked by 2 major change in the trend of the wartime 
years. The phase of accumulation by these countries of large 
reserves of gold and foreign exchang was abruptly terminated 
early in 1947 when the first really large consignments of imports 
from the United States began to arrive. This deluge of imports, 
to use Lord Wardington’s phrase, first caused congestion of 
transport facilities and docks ; then a severe depletion of mone- 
tary reserves ; and later the inevitable imposition of drastic import 
restrictions. The bank itself has naturally shared in this ex- 
pansion ; its bills for collection have risen by £5,926,000 to 
£21,113,000, and its documentary and other credits, now shown 
separately for the first time, stand at £17,741,000. Profits have 
expanded substantially ; but in Argentina, as in Brazil, local earn- 
ings are subject to a limit on remittances fixed in proportion to 
the capital locally employed. In both cases the bank is in negotia- 
tion with the Governments concerned on the application of these 
measures. 


Lord Wardington’s detailed survey of economic conditions 
examines each of the Republics in turn, but the high-lights are 
his comments on the situation in Argentina and Brazil. In 
Argentina, the Government’s five-year plan, conceived primarily 
as a bulwark against postwar depression, is being vigorously 
implemented despite the continuance of intense inflationary pres- 
sure. So intensive a programme of industrialisation will, in Lord 
Wardington’s opinion, profoundly affect the character of Argen- 
tina’s import requirements in the future, which may tend more 
and more to relate to capital equipment as distinct from consumer 
goods. Already, however, social stresses are beginning to appear, 
in consequence of the repercussions upon the agricultural com- 
munity, which receives for its products prices far: below those at 
which they are resold in world markets by the 
buying and selling agency (the “IAPi”). 
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Meanwhile, there has been a violent impact upon the Republic's 
external finances. In the first eight months of this year, imports 
from the United States totalled 1,292 million pesos, in contrast 
with only 377 million in a similar period of last year, and the 
export surplus for the eight months amounts to only 200 million 
pesos compared with the record figure, 1,607 million pesos, 
achieved in the year 1946 as a whole, But, despite this huge 
concentration of import demands upon America, Britain remained 
by far the best customer of Argentina, purchasing in the eight 
months 1,002 million pesos (almost twice the comparable 1946 
figure), compared with United States purchases of 292 million 
505 
In Brazil the global balance of trade has this year swung from 
surplus to deficit. Brazilian imports from the United States have 
actually exceeded Argentina’s heavy purchases there ; but, thanks 
to the high prices realised for Brazilian coffee in the US market, 
the adverse balance with the United States has not deteriorated 
commensurately. Imports are now subject to stringent control ; 
moreover, legislation is reported to have been drafted to intro- 
duce a general system of advance licences for nearly all imports 
and exports. 

* * . 


The Jute Riddle 


More than a month has passed since Pakistan imposed an 
export duty equivalent to £6 §s. a ton on raw jute crossing its land 
frontiers—a move discussed in The Economist of November 22nd. 
But the jute trade is still uncertain about the full implications 
of Pakistan’s action. Britain and other European countries have 
a large number of outstanding contracts, and at the moment it 
appears that the new tax will be levied on supplies already bought. 
Similarly, the joint allocation system is apparently still in force— 
at least neither of the rwo new Dominions has rescinded it. 
Nevertheless, if exports are re-directed through Chittagong in 
Pakistan, these quantities; would presumably be “extra- 
allocation.” The Government of India has protested to Pakistan 
about this “ unilateral action” of imposing the new export duty, 
and has stated that it is “examining what parallel measures 
it should take to protect the interests of the Dominion of India.” 
There for the present the matter rests. 

The question is clearly one of relative bargaining power, 
although Pakistan’s action was undoubtedly motivated in part 
by revenue needs. The Calcutta mills require the better types 
of jute grown in Pakistan, but must now pay an extra £6 a ton 
for them. If foreign buyers are able to use Chittagong as a port 
of shipment, they will presumably pay only the seaborne export 
duty, which is of the same amount ; Pakistan may be deliberately 
encouraguig the development of this port. But the facilities at 
Chittagong are limited, and even if it handled the maximum 
quantities, Pakistan would be unable to dispose of all its jute 
crop without using Calcutta. As neither side can hope to force 
the other into agreement without hurting its own interests, there 
would appear to be adequate grounds for an amicable settlement. 

The world demand for jute cloths and bags is greatly in excess 
of supply, and the effect of the new tax on jute consumption will 
not be fully felt immediately. But the increase in price caused 
by the new tax will undoubtedly encourage the development of 
substitutes, such as Congo jute, rosella and some of the hemps. 
If the price is too high, it may even be cheaper to use coarse 
cotton cloth for sacking. Recently, raw jute prices have been 
high, in spite of an increased acreage and a heavier crop, because 
of the dislocation of up-country transport and the anxiety of 
Indian mills and shippers to cover their requirements. The 
transport situation has now improved, and as increased supplies 
come forward it is generally considered that prices will decline 
and at least partially offset the sharp increase caused by the 
new tax. The price of raw jute in the week ending Novem- 
ber 15th was £88 ton (Daisee 2/3—good marks) for shipment 
c. and f. Dundee, having declined by £2 on the previous week, 
bur in the first week of December it has risen to £93, allowance 
having been made for the new tax, 


* * * 


Is Copper Too High ? 


British manufacturers have maintained for some months past 
that the Ministry of Supply’s home issue price for copper—{132 
a ton delivered—is unduly high compared with the world level. 
The Government's selling price averages out the cost of purchases 
made at varying prices—though this is a principle about which 
argument is possible. But copper consumers should at least be 
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able to pass judgment on the buying operations of the Mini 


of Supply, and this cannot be done unless reasonably full infor. 


mation is available. The statistics which are forthcoming are 


always inadequate and sometimes misleading. Recently Mr 


John Freeman, answering in Parliament for the Minister of 
Supply, stated that during the first ten months of 1947 some 
230,000 tons of copper had been purchased by the Ministry at 
prices closely related to the New York export price of electrolytic 
copper, which during that period varied between {109 7s. and 
£132 a ton f.a.s—purchases in a given period are not, of course, 
necessarily identical with imports. With copper there is consider. 
able variation in quality and specification, and for that reason an 
average price is not very dependable—though surely it has more 
than “little significance,” the phrase used by Mr Freeman, 
Had Mr Freeman quoted the average price at which purchases 
were made, the Ministry of Supply’s case might not have appeared 
so unassailable. 

Mr A. Chester Beatty in the annual report of Roan Antelope 
Copper Mines states that in the year ended June 30, 1947, the 
average selling price of blister copper rose from £57 19s. 9d. a ton 
to £80 10s. 8d. He added that as the company sells its entire out- 
put forward to the Ministry of Supply, the average price a ton 
receivable by the company in the first half of 1947-48 would be 
considerably higher than that for 1946-47, notwithstanding the fall 
in the world copper price. Mr Chester Beatty’s disclosures may 
go some way towards justifying the Ministry of Supply’s case, 
But the average imported c.i.f. value for electrolytic copper for the 
first 10 months of 1947 was £117. Moreover, since June the New 
York export price for electrolytic copper has been hovering around 
£120 a ton f.a.s. and even the more recent fluctuations have not 
materially altered this level. Does not this evidence point to the 
possibility that the British home issue price is too high ? 

Virgin copper stocks in Britain in 1947 have been equivalent, on 
the average, to between 2} to 3} months’ supply, and stocks have 
been steadily built up from 82,000 tons at the end of January to 
102,000 tons at the end of August, though they declined to 96,000 
tons at the end of September. Consumption of virgin copper over 
the past ro months has averaged 29,000 tons a month, while 
monthly imports have averaged slightly more than 31,000 tons; 
these figures would produce a net monthly increase in stocks of, 
Say, 2,000 tons. The figures do not balance out exactly, but at 
least they suggest that supplies to British consumers are coming 
from fairly recent imports of copper and that stocks are being 
turned over at a sufficient rate to justify the trade’s misgivings 
about the Ministry of Supply’s price policy. Surely if the 
British copper price is not too high it must mean that the Ministry 
bought forward large supplies at the peak of the market and that 
next year at any rate a price reduction should take place. 


* * * 


Textile Shortage and Labour 


The last two weeks have seen little progress in the negotia- 
tions On overtime working in the Lancashire cotton mills. Last 
week’s meeting brought a reaffirmation from both employers’ and 
operatives’ representatives that overtime working must be intro- 
duced to step up production and ensure at least a modicum of 
supplies for the home market after export markets have had the 
lion’s share. But this took matters no further than they were a 
fortnight ago when some spinning operatives in the Rochdale area 
refused to work overtime, against the advice of their unions, on 
the grounds that the smal! increase in output which overtime 
would bring could be achieved by other (unspecified) means. Up 
to the time of going to press, there was no indication that these 
workers had changed their mind. 

This reluctance on the part of a section of the workers to put 
the need tor maximum production well behind the advantages 
they are enjoying from the 45 hour week (which has now been 
in Operation twelve months), points to a complete failure 
to appreciate the urgency of higher textile production and exports. 
This attitude, however, is not unique. It has a counterpart on 
the employers’ side in the slow progress which has been made 
so far with the re-grouping of mills under the Cripps’ re-equip- 
ment scheme. 

The key role which textiles, especially cotton, can play in the 
export drive was emphasised last week by the Chancellor. If 
the volume of textile exports in 1947 was as high as in 1937; 
the export values of textiles could, as Sir Stafford recently 
observed, be increased by £300 million a year—sufficient 
to close half the gap in the balance of payments. Us- 
fortunately, the volume of textile exports as a whole is only 
about 45 per cent of the prewar level—cotton and wool are 
running at 42 and 84 per cent of the 1938 volume respectively: 
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Last week, however, Sir Stafford was able to report an increase 
in cotton yarn production for the week ended November 8th to 
16.61 million Ib. compared with 16.5 million Ib. needed in the 
average week to meet export allocations and to get the 10 per 
cent addition to home supplies to meet the clothing ration. 

Output in the doubling and weaving section also showed an 
encouraging improvement in October. But the margin between 
the best levels of production in October and early November and 
what is needed was desperately small—and perhaps even non- 
existent if allowance is made for seasonal factors. The brunt of 
the cut in supplies for the home market can be expected to fall 
on fabrics for clothing and household purposes. In the wool 
industry, production will have to be increased by about 12 per 
cent if the present coupon ration is to be honoured. Production 
is expanding, and is now running about 5 per cent above the 1946 
level ; but a shortage of worsted goods is probable, since they are 
urgently wanted for export to hard currency areas. 


* . * 


Report on Weaving Machinery 


The committee set up last year under the chairmanship of 
Sir Raymond Evershed to investigate the cotton textile machinery 
industry have now published their final report.* An interim 
report, which dealt exclusively with cotton spinning machinery, 
was discussed in a Business Note on May 31st, The final report 
deals with weaving, winding and warping machinery. In cotton 
textile manufacture, the warping and winding processes take place 
between the spinning and weaving stages and the committee are 
comparatively optimistic about the machinery makers’ ability to 
meet any foreseeable demand for this type of equipment. Their 
main preoccupation has been the supply of weaving machinery, 
especially of automatic looms. 

The committee have taken as their starting axiom that there is 
scope in the Lancashire weaving industry for a much wider use 
of the automatic loom. So great is the disparity at present between 
the supply of this equipment and the orders already placed by 
both the home and overseas markets, that they have been able to 
avoid the more debatable issue of exactly how many looms are 
required. As the Report points out, it matters little whether the 
high notional figure of 120,000 automatic looms to be installed 
over a five year period is taken or half that figure over a ten 
year period ; in any event there is little prospect of producing the 
machines, given the present and prospective capacity of the 
machine making industry. 

The committee have made one obvious and one ingenious 
recommendation. They have been attracted to the short term 
expedient of fitting automatic devices to semi-automatic looms. 
There are, of course, serious drawbacks to fitting precision attach- 
ments to old machines which ‘were built for robustness rath. 
than smooth running. But if Lancashire is to hit its export 
targets and if only a few mew machines can be built for 
the next year or so Owing to a shortage of labour and foundry 
castings, it may be advisable to mobilise scarce fabricating 
resources for adapting old machines. Their more revolutionary 
recommendation is to manufacture a few standard lines of auto- 
matic looms by mass-production methods in factory space specially 
allocated by the Government, with a high priority for labour 
and materials. The more progressive machine making firms 
should be brought in to manage the plant on agreed terms. On 
the quality of automatic looms, the committee are satisfied that 
those produced or capable of being produced by the British 
Northrop Loom Company in particular are at least as good as 
any being manufactured abroad. 


* * * 


Barclays (D. C. & O.) 


Events this year, and especially of the past few months, have 
fully vindicated the judgment of Barclays Bank (Dominion, 
Colonial and Overseas), two years ago, that the time was ripe for 
a more vigorous development of the resources of the Colonies. 
But when it then backed this judgment by forming Barclays 
Overseas Development Corporation for this purpose, the bank 
presumably did not foresee that within so short a period a 
mammoth new Governmental corporation, with resources of {110 
million, would be entering the same field. The proposed Govern- 
mental body, the Colonial Development Corporation, will have, 
moreover, as its first chairman, Lord Trefgarne, one of the original 
directors of the Barclays Company. In his statement for this 
year’s meeting of Barclays (D. C. and O), the new chairman of the 
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the Cotton Textile Machinery Industry. HMSO, 4d. 
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bank, Mr J. S. Crossley, declares that the work of the Barclays 
Corporation will be complementary to rather than competitive 
with that of the new body. 

It seems evident, however, that the bank remains in some doubt 
about the manner in which this relationship is likely to develop. 
It is in Africa—which will be a major sphere for the Governmental 
body—that the bank corporation expects to find its greatest scope 
and it is there, too, that Barclays (D. C. and O.) derives the major 
part of its business. (Geographically, there is bound to be a large 
overlap, but Mr Crossley expects the official body to concern itself 
mainly with “a somewhat different type of business” from that 
of the bank undertaking. It is a pity that the nature of this prob- 
able difference could not have been more clearly indicated. Con- 
ceivably, what the bank has in mind is the possibility that the 
Government body will be predominantly interested in.agricultural 
development and in social and public works which may be neces- 
sary to ensure it, whereas the private body may find particular 
scope in the industrial field. As for the mode of operation of the 
two bodies, it is clear that the official Corporation will in many 
cases act as a principal in planning and carrying through develop- 
ment schemes, whereas the private body is intended merely to 
supply financial assistance for development projects. 

Barclays Bank (D. C. and QO), as distinct from its Development 
Corporation (about whose recent activities no details are given), 
has just completed a year of marked expansion of its business, 
especially in South Africa. The total of its advances rose in the 
twelve months to end-September last by more»than §0 per cent, 
to £77 million (which may be contrasted wit’ ‘ figure of £32.4 
million in September, 1939). Even when vicwed in the light of 
the boom conditions which have ruled in South Africa during the 
year, this is a surprising rate of growth ; yet Mr Crossley stated 
that the bank’s figures do not reflect the full increase in its activity 
during the period. 


* * * 


Australia’s Bank Nationalisation Powers 


The Bill for the nationalisation of the Australian banks 
had, as expected, a speedy passage through the Senate, and the 
Royal Assent was given with the minimum of delay on November 
27th. Now, therefore, the struggle between the Government and 
the banks has shifted to the purely legal sphere. Even before 
the Bill became law, the banks were planning to seek an injunction 
to restrain the Government from implementing its powers, when 
conferred, before they had had an. opportunity to challenge the 
validity of the legislation in the courts. But the need for any 
such precautionary measures was removed by a pledge from the 
Commonwealth Treasurer to refrain from taking any steps towards 
nationalisation until four clear days had elapsed after the passage 
of the Act. The banks’ challenge to the constitutionality of the 
legislation is due to come before the High Court on December 
15th, but, as the Court adjourns for the long vacation only four 
days later, the full hearing is not expected to take place until the 
New Year. Normally the Court re-assembles about the middle of 
February, but the Government is apparently taking steps to 
arrange for it to resume at the end of January. 

Even at best, therefore, it will be some time before the issue 
can be decided, and there is of course the possibility that the 
matter may later be carried from the High Court to the Privy 
Council. To protect their position in the meantime, so as to 
ensure that they are not confronted by a fait accompli, the banks 
--acting in two groups, one comprising the» purely Australian 
banks and one the Anglo-Australian banks—recently made a 
further attempt to secure an injunction. These applications, 
which came before a single judge sitting in the High Court, were, 
however, rejected on the ground that the Commonwealth 
Treasurer had expressed his willingness to give fourteen days’ 
notice before taking any steps under the Act. There, for the 
present, the matter rests—with the banks still wondering whether 
the Government might not, even now, give such notice during 


the long vacation, 
. + * 


Rand Mining Costs 


The rise in gold mining costs in South Africa since 1939 was 
the main theme of Mr Robert Annan’s speech at the recent meet- 
ing of Consolidated Goldfields of South Africa. Costs per ton 
milled increased by more than 33 per cent between 1939 and 

1946, while revenue per ton rose by only 10 per cent; the pro- 
portion of operating costs to total revenue has risen from 61 to 
73° per cent over the same period. . European labour costs have 
risen by 38 per cent, native labour by 24 per cent and materials 
by 27 per cent. Taking the Rand mining industry as a whole, 


. 
( 
. 
é 
e 


978 


gross revenues nave increased by slightly more than £7,000,000 a 
year, but wages for a reduced labour force have risen by £8,250,000 
and supplies by £5,000,000. In contrast to these increases, the 
total amount absorbed by taxation and paid in dividends has been 
reduced by about £9,250,000. 

These, of course, are average figures. Over the Rand as a 
whole, some mines are far from the average ; many low grade 
mines, especially the older and.deeper ones, are now working on 
very narrow margins, while a few fortunate ones, like “ Blyvoor,” 
which are working high grade ore, have a handsome margin of 
working profit. Some relief has been afforded to the industry by 
the 10 per cent reduction in taxation on gold mining profits as 
from the beginning of this year, and by the change in the method 
of calculating allowances for capital expenditure. 

Mr Annan noted that the rise in costs has been slowing down 
in recent months. The link between high costs and lower divi- 
dends has been only too obvious over the last twelve months. In 
June, dividends were affected by the added factor of the March 
strike, and it was to be expected that the December declarations 
would show some improvement. The first batch of dividends, 
from the Consolidated Goldfields group, largely confirm this ex- 
pectation. Robinson Deep and Simmer and Jack, two marginal 
mines with deep workings, have resumed payments, after going 
out of the dividend list last June, while Venterspost (one of the 
latest mines to begin production) has raised its payment from 3d. 
to 8d. for the current half year. 

Small progress has so far been registered towards redressing 
the lack of balance between costs and revenue. Some look to a 
higher gold price for the solution of the Rand’s problem, others 
to the slower process of deflation of costs, of which there are, as 
yet, few visible signs. Last August gold share prices fell to their 
lowest levels since 1939 ; yet more than {35,000,000 of new capital 
has been raised for South African gold mines in the last two 
years. Hope springs eternal on the Rand. 


* * o 


United Kingdom and Argentine Trust 


The announcement by the United Kingdom and Argentine 
1933 Convention Trust, that the liquidation of the Trust is to 
commence on May 1, 1948, is a reminder of the days when the 
balance of advantage in the Anglo-Argentine exchange was on the 
other foot. The Trust was formed in 1933 as part of a scheme 
to enable holders of blocked pesos—of which this country was 
then richly endowed—to exchange them into sterling and 
negotiable sterling securities. The original holdings of the Trust 
were £7,156,100 Argentine Government 4 per cent Sterling Bonds 
1933 which had been issued under the 1933 Anglo-Argentine 
Trade Convention to holders of blocked pesos, and £5,367,075 
British Government 3 per cent Conversion Loan 1948-53 the 
repayment of which was announced last week. 
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The Argentine bonds had been deposited in the Trust in 
change for £20 cash and {60 of “C” certificates of the Truge 
for each £100 bonds deposited, and the Conversion Loan had 
been purchased out of the funds realised from the sale of the 
three classes of certificates of the Trust. The “A” and “B” ger 
tificates of the Trust which were issued at the same time as the3 
per cent (maximum) “C” certificates have all been repaid, apart 
from £2,268,685 “B” certificates which are to be redeemed out of. 
the repayment due from the 3 per cent Conversion Loan redemp.. 
tion next March. Thus there remain the 3 per cent “C” i 
cates, of which £5,367,075 are outstanding. The realisable assets 
of the Trust consist of £3,098,390 Conversion Loan, £3,410300 
Argentine 4 per cent sterling bonds (registered), £125,612 “GC? 
certificates of the Trust and £78,968 cash in the income distriby- 
tion account. It has been estimated by the Trust that these bonds 
should be sufficient to make a payment to “C” certificate holders 
as soon as possible after May 1, 1948, of approximately £66 in cash 
and £59 nominal in Argentine bonds for each £100 “C” certifi. 
cates held after allowing for the expenses ‘of liquidation, stamp 
duty and miscellaneous expenses. 

A tangible measure of the success of this scheme, which was. 
devised by Mr J. H. Clifford Johnston, is that the price of the 
“C” certificates this week has been around 125 compared with 
553 in 1933. é é i 


New Shell Dealings 


Dealings in the new shares of Shell Transport and Trading 
opened on Wednesday. Until after January 15, 1948 (when the 
first call on the shares is due), the volume of subscriptions for 
the issue of 9,648,544 £1 shares will not be known, and the 
quota to be taken up by the underwriters, if any, must remain 
equally uncertain. Market estimates of the number of shares 
which may be left with underwriters have fluctuated widely, 
but most observers now seem to be thinking in terms 
of about 1,000,000 shares. But until January sth no 
shares can be forthcoming from the underwriters, and 
hence none will be delivered until after that date. Under 
these unusual conditions it was logical to expect a plethora of 
buyers when dealings opened on Wednesday, and in fact the 
shares, quoted nil paid, rose in early dealings to 19s. 7$d. premium 
before settling down around 16s. 3d. premium. This is a firm 
level as it is known that many buying limits have been placed 
slightly below it. 

At the official price of 16s. 3d. at which the issue attracts the 
new bonus duty, the company has incurred a liability of £784,000 
which is quite a sizeable catch for the Treasury from its first 
excursion into these profitable bonus issue waters. The company 
may well have been relieved that the price in earlier dealings 
came under later pressure ; immediately before the opening of 
dealings the price of the old shares cum rights rose to above 
£4 for the first time for many months. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports also appear in the Supplement: Tube Investments; Peninsular and Oriental Steam Navigation; Turner and Newall; 


Prices, ij Price, | Price, | wiles Geom 

» . j o. Jec. : ielc 
Jan. er 10, | Name of Security om ns Dec. 10, | oe 

High | Low | } 4947 | 4947 in) 1947 
British Funds } i £ s. dj £8 d 
103} 1003 (Conversion 3% Marck 1, 1948-531, 101% lis éeb 0 16 Lle 
103% 100% ‘War Bonds 2}% August 1, 1949-51) 101} Wig | 0 410'112 Oe 
1024 | 98% |/Exchequer Bonds 17% Feb. 15,1950! 100% | 100% | 010 6/1 8 6 
105 & 984 © \Var Bonds 24% March 1, 1951-53. 101} 1olg 019 8,2 4 Qe 
105 4, 973 © War Bonds 2§% March 1, 1952-54." 100} 100 i. 2 ee oe 
108 #} | 1014 (War loan 34%, {after Dec. 1, 1952) 102} 1034/1 65 5)|2% Te 
106 97; |War Bonds 2}% Aug. 15, 1954-56 100) 100% 1.7 63210 it! 
106 99, ‘Funding 2°, June 15, 1952-57... . 109}xd- 100fxd' 11 8 6'2 15 2! 
1084 | 99 ‘Nationa! Def. 3°% July 15, 1954-58 102} Wiljxd) 1 9 1;'215 7! 
1095 99} |\War Loan 3% Oct, 15, 1955-59....; 102% 102 i 1 9. 4}2.16 5/ 
1084 | 97} | Savings Bonds 3% Aug. 15, 1955-65' 101% | 101f | 121 3/218 8! 
105% | 95 Funding 24° April 15, 1956-61... .' 9 | -91— 12211 8} 2:04 l 
109 8 98} | Funding 3% April 15, 1959-69..... 101 101g | 111 9,2 18 WW! 
223 109} |Funding 4% May 1, 1960-90...... 112} im +s Se at Oe 
110% | 974 Savings Bonds 3% Sept. 1, 1960-70. 100%! 100 | 112 7/219 11! 
104; | 9% Savings Bonds 24% May 1, 1964-67 95 9} 113 7(/217 OF 
1238 | 1093 Victory Bonds 4°/ Sept. 1, 1920-76 114} 1144/15 9/219 5 
111y 9; |Savings Bonds 3% Aug. 15, 1965-75, 100% 100 | 222 8 3 0 21! 
117} 106 Consols 4% (after Feb. 1, 1957)... 1094 109 "1 3 0 | 2 18 10e 
1155 | 402} Conversion 3§% {after Apr. 1, 1961), 105, + I ;120,.2;3 1 4e 
100 | 80} (Treas. Stk. 2% (after Apr. 1, 1975)' 83 83 11211;3 0 of 
ro} | ‘Treas. Stk, 3% {after Apr. 5, 1966). ; 400 4113 5130 10F 
Hit | 97} Redemp, Stk. 3% Oct, 1, 1986-96. .| 2422130 4 
99 80 Consols 25% ....-.--.-- sesepe-- S2pxd 83hud 112 11) 2 9 Of 
Redemption yields on stocks optionally or finally redeemable within.the next five vcass | 

are worked out on the assumption that they will be repaid at the earliest date’ Rederaption 

yields on other dated stecks assume that paying over 3 per cent. will be redeemed 

at the sapien Goie [tees spe marine | +). those paying 3 per cent or Jess will be repaid 

at the latest date (marked *?’). {n) Net ‘yields are caltuta for tax at 

: Osi they. i * Assuraed average life 17 years 6 months. { given 


(f) Fiat, 
for Fepayment on March 1, 1948, 


:- 


Amalgamated Anthracite Collieries; Ind Coope and Allsopp. 


ee ~~~ 





Prices | : : i aa 
. Last Two Price, Price, | Yield, 
Jan, ony 10, | Dividends Nam: of Security Dec. 3, | Dec. 10, ! Dena 
Bee eas 1947 | 1947 | 2} 
High | Low | @) @) © mie ee 
i % % || Other Securities ~~") 1 t oo 
113} 991 (2) ; (4) | Australia 3$% 1965-69..... 104 | 1064 | | 19 yy 
105} | 89 (4) | {@) | Birmingham 24% 1966-71../) 96 9 (216 0 
102 | 1003 | (@) | (@ Argentine 3§%...........- | 10h 101 «638 
150/- | 113/940 ¢{ 50 © | Anglo-American Corp. 10s.... 140/- | 143/9 |3.9 9 
232/6 | 1118/1} 5 aj 25 b|\Anglo-IranianQOil/1......., 160/- 158/9 | 315 7 
80/9 56/103 10 ¢ 15 ¢ Assoc. Port.Cem.Ord.Stk, 41 70/- 10/- 4 =a 
42/6 25/3 | 40 c} 40 ¢ ‘Austin Motor ‘A’ Ord. Stk. 5s.) 37/6 3/6 5 9T 
95/44; 73/6 7 6| 7 @ Barclays Bank Ord. ‘B’ £1..)) 80/6 79/6 | 310 5 
245/ 167/6 | +5 a} t20 6 Bass Ratcliff Ord. {1....... 193/9xd 1187/6 | 213 # 
115/- | 80/-| 12 bj 8 a. British Oxygen Ord. £1. 7...) 102/6 | 96/9 } 4 10 
58/7 40/6 | 94} 2a \Courtaulds Ord. {1........ 44/6 45/5 31712 
29/14 22/9 8 c} 8 ¢|\Dorman Long Ord. f1...... 27/ljxd 28/3 | 513 5 
81/-, 57/3; 12 €| 15 ¢ \Dunlop Rubber Ord. f1....'| 16/9 | 78/- | 3161 
53/- 40/9) 7 b) 3 a! imp. Chem, Ind. Ord. Stk. f1) 50/3, 51/3 | 318A 
49/6 | 39/6 | he! 10 ci\Lancs. Cotton Ord, Stk. f1..| 4/3 | 47/6 1443 
51/44 45/- | 5 ¢| 10 € Lever & Unilever Ord. £1...|} 54/44 | 53/1 | 3155 
77/6 | 48/6 | 10 ¢| 12$c\\London Brick Ord. Stk. 41... 53/9 ; 53/9 | 413.0 
oo | | (@) VLMS. 4% ist Pref'St. |) 80 | axa | 4 aT 7 
36/9 | 32/-| 4bd @ N.-Basto. Elec Ord. Stk. 1 M4/- | .34/- | #2 4 
68/3 #1/- | 20 5) Tha |P'chin }’nson Ord. Stk, 10s.) 61/-| 61/3. | 4.9 
39 | 29h {t69-S8c) $74) c!lPrudential ‘A’ fl... | Sth | | oh 23 oF 
63/44 44/- e} ¢ |!Stewarts & Lioyds Def. £1. .|| 56 $i/-" | 41 
1108/9) 74/43 a) 3 bi spell Trapapt, Ova S 4ll) 76/9. |, 75/—xe) 2 Ot 
147/6 | 108/9 | @| 12)6 }:Tube Invst. Ord. Stk. £1...|| 138/9xdi 1538/9 | 312 1° 
96/9 | 68/ @} lLb¢ |jPurner & Newall Ord. Stk. £ii! 82/6 | 83/1jxd) 3a 
2107/6) T/- | 65 6) 15 ff Wopiwrocth FW.) Ong. Bro ta) 9/5 | 5 1%) 
t 1! } 
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Investing 
money 


WITHOUT 
ANXIETY 


XY ITHOUT trouble to you, and without charge, 
your Bank is now able to make it easy for you to invest 
money towards your own future security—and your 
country’s prosperity. Your signature on a Banker’s Order 
form will ensure for you either a single purchase of a 
number of National Savings Certificates, or the regular 
monthly inflow of as many Pertificates as you like—up to 
the total of 1,000 which you may hold. In ten years’ time 
each 10s. Certificate will be worth 13s.—your £500 will 
have grown to £650 tax free—a very worthwhile invest- 
ment indeed, To the surtax payer the Savings Certificate 
is even more profitable. See your Bank Manager about 
it today. 


SAVE— The Bank Way 


Issued by The National Savings Committee 


AY 
S WO \ 
SN HY 


The Royal Cancer Hospital, visited with a malignant 
disease that is among the most dreaded enemies of | 
mankind, and send a gift, as much as you can afford, | 


to the Secretary 


The Royal 


Cancer Hospital 


( FREE 


FULHAM ROAD, LONDON, S.W.3. 

















116th Annual Statement 


The Bank of Nova Scotia 


Established 1832 
GENERAL OFFICE: TORONTO, CANADA 





CAPITAL 
$12,000,000 


RESERVE 
$24,000,000 














ASSETS 
Cash, clearings and due from banks ..............0:.c0cereeecceeeeaneee $125,565,290.47 
Gevernment and other public securities not exceeding 
GROTRNS VAUCO. .,.........:shigieah tetanccaneeseeseareenersopnanacannbenanh 267 202,339.98 
Other bonds and stocks, not exceeding market value......... 22,586,958.29 
Cone Senne OOCmred)............cdedércasGubiabine reed bbc dctubsGiltowgseereacee 19,325,019,.07 
Other loans and discounts (after full provision for bad and 
eRe OD isin. sc cccccsecscocceuducdesecbichocéudhdeebbas cbdedchsebess 238,537 223.29 
Liabilities of customers under acceptances and letters of 
GE: SU NINO ss cadinnne nave sadness sssaosnndatatenpnastlvaeseeee 32,526,669.42 
Reagahs ORMOND. oicesins ce ....02dibi iid Mupnddubbdtnns cuvcbibdectumbssakedes cibd 6,234,038.32 
Shares of and foans to controlled companies......................+ 1,459,984.55 
SI IE ia cccilnichvth consveccssccdasrbondpbinbbbbide estes vetinh saubsetatea’ J 
‘$714, 444,679.16 
LIABILITIES 
PORN SED CUPIOI ONE 5. co ccccinsestsdnsrnasddcactongarl cbecvideckitescasetelet $1 ,726,765.67 
ReOGNOD 1. spcacccnsdueiqrsn sce scecdeciebaxiabsbevhbbsinbade -Saplecslebadsdidioy ies 640,683,536.84 
Acceptances and letters of credit outstanding..................--. 32,526,669.12 
Sitar fakiticies bénvsnccsconsepnccopeitenrdmees ed oendcldeteveddatadots devsgie ‘ 884,365.88 
MUO ccsvecccvesccescevccescocscodhiesadsidbddeniieed clad ‘ 2,000,000.09 
Reserve fund 24,000,000.00 
Undivided profits it 2,623,321.68 
_$714,444,679.16 
Branches from Coast to Ceast in Coneda 
NEWFOUNDLAND JAMAICA CUBA 
PUERTO RICO DOMINICAN REPUBLIC 
LONDON, ENG.: NEW YORK: 


108, Old Broad Street 49, Wall Street 
(The Bank of Nove Scotia is incorporated in Caneda with limited liability.) 





TRANSPORT ACT, 1947 


Notice to holders of Securities of Railway, 
Canal and Inland Navigation Undertakings. 


The British Transport Commission give notice 
that an announcement giving information on the points 
set out below has been published and copies are 
available for inspection at Offices of Banks. 


1. Payment of the final interest and dividends on Securities of 
the Railway, Canal and Inland Navigation Undertakings to 
be transferred to the Commission on the 1st January, 1948. 
Instructions to holders not to send Certificates of the old 
Securities for exchange until requested to do so by the 
Undertaking concerned. 

. The titles of the valued Securities of the said undertakings 
in respect of which British Transport Stock will be issued on 
the 1st January, 1948. 

. The extension of dividend mandates tegistered in respect of 
the old Securities to the British Transport Stock attributable 
thereto, 

. The use of certificates of the old Securities as representing 
the appropriate amount of British Transport Stock until such 
time as new certificates for that Stock have been issued. 

». The procedure to be followed on and after the Ist January, 
1948, by holders of British Transport Stock who may wish to 
dispose of their holdings before new ceftificates have been 
issued to them. 


. The publication on-the 2nd: January, 1948, of the rates at 
which the calculation of the amounts of British ‘Transport 
Stock attributable to holdings of old. Securities will be made. 

3. The titles. of those Securities of the: Undertakings which have 
not yet been. valued with particulars ef the payment of interest 
accruing after the Ist January, 1948, and the procedure to-be 
followed on and after the ist January; 1948, by: those who 
may wish to dispose oftheir: holdings. 


British Transport Commission 
London, 9th December, 1947. 
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COMPANY MEETINGS 


THE CANADIAN BANK 
OF COMMERCE 


AID TO EUROPE 


The annual meeting of The Canadian 
Bank of Commerce was held, on the 9th 
instant, in Toronto. 

Mr Allan E. Arscott, C.B.E., the president, 
in the course of his address to the share- 
holders, said: A very high level of business 
activity had been attained during the past 
year with correspondingly large pay rolls 
and new records in volume and variety of 
goods. However, export trade had absorbed 
a substantial part of the goods produced. 
Extent and nature of the damage resulting 
from the war was becoming more evident 
and it was clear that European countries 
could not reach complete recovery without 
help from abroad. Temporary assistance 
would have to be given them in the form 
of Joans or outright gifts until they were 
producing, not only to fill their own needs, 
but surpius for export. 

Having regard to our resources and popu- 
lation Canada had already rendered substan- 
tial aid to help restore the shattered econo- 
mies of Europe but owing to drain on our 
United States dollar reserve we were faced 
with necessity of taking some action in 
regard to our unfavourabie balance of trade. 
One favourable aspect of the present pro- 
posals regarding United States aid to Europe 
was that some of the necessary supphes 
might be purchased in other countries, which 
should help to adjust our trade balance. We 
must of necessity consider carefully the 
degree of support we are in a position to 
provide. In giving every possible aid to 
Great Britain and Europe we must continue 
to cultivate and develop foreign markets, the 
potentialities of which are great. In so doing, 
however, we must endeavour to keep prices 
on a reasonably competitive level. 

Taking a long-range view. progress made 
at the Geneva Conference in the matter of 
a freer world trade had been better than 
expected and if the tariff changes suggested 
there were fully implemented worid traac, 
and therefore Canadian trade, would benefit 
materially,. While we have numerous un- 
solved problems we must agree that we are 
singularly fortunate in view of the general 
material well-being in this country. 

The sympathy of the people of this con- 
tinent will go out to those less favoured in 
Great Britain and Europe who are again 
facing the rigours of winter with totally 
inadequate food, fuel and clothing. It is 
disappointing that the necessity arises for 
reimposition of restrictive measures which 
affect the course of business and personal 
affairs, but we must remember that there is 
an unusual situation in the world today from 
which we cannot stand aloof. 

The general manager, Mr S. M. Wedd, 
presents the bank’s annual statement out- 
lining the major changes which occurred 
within the past fiscal year, chief of which was 
an increase in the bank’s ioans of $108 mil- 
lions, $90 millions being in comercial loans 
in Canada. Interest-bearing deposits, mostly 
personal savings, were also much. higher, 
rising $73 millions to $770 millions. Very 
active foreign trade of the past year is 
reflected by the increase in letters of credit 
from $34 millions to $46 millions. Senior 
representatives of the bank who had gone 
abroad during the past two years in order to 
obtain first-hand knowledge of post-war con- 
ditions and to re-establish connections inter- 
rupted by the war had reported continued 
widespread interest in Canada. Contacts 
they had made would benefit both the bank 
and the country as a whole. The number 
of shareholders had steadily increased and 
now totalled 13,070, of which over 3,000 
were in United Kingdom and Possessions. 


The report was adopted. 
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BARCLAYS BANK (DOMINION, COLONIAL 
AND OVERSEAS) 


INCREASED ACTIVITY IN ALL SECTIONS 
MR JULIAN CROSSLEY’S VIEWS 


The twenty-second ordinary general meet- 
ing of Barclays Bank (Dominion, Colonial 
and Overseas) will be held at 29, Grace- 
church Street, London, E.C., on the 19th 
instant. 

The following is an extract from the 
statement of the chairman, Mr Julian S. 
Crossley, circulated with the report and 
accounts for the year to September 30, 
1947 :— 

I will not attempt to deal with conditions 
in the different territories served by the bank 
or to record their events, but I cannot turn 
from the subject without referring to this 
year’s Royal visit to South Africa. I was 
fortunate enough to have the opportunity of 
making a business visit to South Africa 
during February and March. This gave me 
the special privilege of being present at the 
time of Their Majesties’ visit and of witness- 
ing the spontaneous enthusiasm and warmth 
of their reception throughout the whole 
country. 

PAST YEAR’S FIGURES 


You will recollect that in the chairman’s 
statement last year a new issue of “A” 
shares was foreshadowed and also the con- 
version of the Preference into “A” stock, 
Both these operatjons were satisfactorily 
concluded, and, as you will see from the 
balance-sheet, the bank’s capital now com- 
prises “A” stock and “B” shares only, 
and the premium received on the new issue 
has been added to the reserve fund. While 
deposits have remained at substantially the 
same figure as last year, our advances to 
customers have shown further marked ex- 
pansion. The year’s dividends cost an addi- 
tional £47,000, the final dividend being 
payable on the increased capital. For a full 
year, and at present rates of dividend and 
income-tax, the additional cost would be 
double that figure. We are proposing to 
make the same appropriations of the surplus 
as last year by writing off £250,000 from 
the investment in the Development Cor- 
poration and placing £50,000 to deferred 
repairs to premises. 

Our figures do not by any means reflect 
the full increase in the activity of the bank’s 
business during the past year. This has 
been noticeable in all sections, but has been 
perhaps most marked in South Africa. 

All our territories seem to have many 
problems in common, among which that of 
housing seems to be one of the most in- 
tractable at the moment. This applies not 
only to those who work in the bank; in 
certain places the bank’s own premises are 
quite inadequate to our growing needs. 
Heavy expenditure is likely to be needed 
for this purpose as soon as building restric- 
tions are relaxed. The housing problem, in 
fact, is mot one of those shortages which 
afflict our staff in this country alone. 

At the same time, the large increase in 
the potential resources which will now be 
available for this type of work will add 
further meaning and purpose to what we 
ourselves have set out to do. The field 
to be covered, in amy case, is so great that 
for many years to come there is likely to be 
room in it for all. It seems likely, too, that 
the new Government Corporation will con- 
cern itself in the main with a somewhat 
different type of business and often, no 
doubt, on a larger scale than anything which 
we ourselves might wish to undertake, 
Moreover, it may be expected to act in many 
cases as a principal, whereas our Corporation 
is intended merely to supply financial assist- 
ance in various forms. We look forward 
confidently to much fruitful co-operation 
with the new Corporation. 


THE PROFIT MOTIVE 


It is reassuring to learn that the Govern. 
ment Corporation is to be operated on a 
commercial basis and, accordingly, that con- 
siderations of profit will not be overlooked, 
This question of profitability is not a trivial 
matter to be lightly dismissed because jf 
the great work of colonial development is to 
be carried through it is likely, eventually, to 
need capital resources on a scale far jn 
excess of that available from a Government 
Corporation, The motive of profit or gain 
has ever been one of the mainsprings of 
human activity, and, if conditions are not 
such as to offer a fair prospective return, it 
may be difficult to attract new capital into 
this field. While high profits may attract 
envious and sometimes critical comment, the 
ventures which end in total failure are often 
quickly forgotten except by those whose 
money is irretrievably lost. 


Investors are, however, obliged to accept 
this risk of loss, frequently a very real one 
in newly developing countries, and they can 
hardly be expected to do so unless they also 
have the prospect of earning a good return 
on such undertakings as are soundly based 
and proved successful. A multiplicity of 
development corporations, whether Govern- 
ment sponsored or otherwise, can never be 
an effective substitute for the self-reliant 
individual who is prepared to risk his money 
and devote his skill in pioneering enterprise. 


MUTUAL BENEFITS 


When, some two years ago, we first 
approached the authorities in respect of the 
formation of our development corporation 
we could hardly have foreseen that this new 
enterprise would so quickly find itself so 
much in vogue as it is today. If there were 
any who at that time doubted the wisdom 
of this move we hope they will now fee 
reassured. The fact is that since then many 
things have happend to demonstrate the need 
for such a departure, not only in the interests 
of the overseas territories, which we had 
primarily in mind, but also in the interests 
of this country; the benefits should be 
mutual. 


In the constantly shrinking world of today, 
when so many countries, obsessed with the 
problem sometimes euphemistically described 
as “dollar shortage,” are turning, or being 
forced to turn, more and more in the direc 
tion of self-sufficiency, it is refreshing to have 
in view a clear object for a constructive 
policy and one which aims at an expansion, 
rather than a contraction, in eco 
activity. Such is the cause of “colonial 
development.” Some headway has already 
been made in many fields, although it is in 
Africa that the greatest scope appears © 
exist, and, as it is here that our bank carries 
on the major part of its business, the fact 
has a special significance for us, which must 
be my excuse for reverting to the subject im 
this annual statement. 


It would be misleading to raise expecta- 
tions of the rapid production of great wealth, 
but if this work can be carried through with 
foresight and resolution it cannot fail to com- 
fer great benefits on the peoples conc 

Much foresight and patience will be 
needed if the true aims of Colonial develop- 
ment are to be realised. Your bank is, I 
believe, exceptionally forrunate in beng 30 
well placed to implement this policy. If, m 
the process of carrying it through, som 
can be done to redress the economic balance 
of the Old World it must, in the long 
benefit the New World also, for the Old 
the New are one. 
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DORMAN, LONG AND 
COMPANY, LIMITED 


RAW MATERIAL AND TRANSPORT 
NEEDS: IMPORTANCE OF 
ENGINEERING INTERESTS, 


The fifty-eighth ordinary general meeting 
of Dorman, Long & Co., Limited, was held, 
on the llth instant, at Winchester House, 
Old Broad Street, London, E.C. 

The Right Hon. The Viscount Green- 
wood, who presided, said:— 

You will be aware of the vital part which 
the steel industry is playing, and must con- 
tinue to play, in efforts to restore the 
National economy. 

Dorman Long are making their contribu- 
tion to increased production, and both 
managements and men are setting about the 
task with the greatest goodwill. It would be 
foolish to ignore, however, the difficulties 
which face us. 


DEVELOPMENT PROGRESS 


The company is engaged on a considerable 
development programme. I am pleased to 
be able to report that this programme is 
proceeding satisfactorily, having regard to all 
the circumstances, although not so rapidly 
as we would wish. 

A good deal of civil engineering work 
has been done cn the Lackenby site. It 
has not yet been possible to begin the actual 
work of construction, but it is hoped to 
commence the first building in the near 
future. As you know, certain plant for the 
universal beam mill can be obtained more 
quickly from the U.S.A. than from British 
makers, and we are at present receiving 
tenders submitted by American plant manu- 
facturers. 

Another major project involves the con- 
struction of two large new blast furnaces 
at the Cleveland Works which, w.th neces- 
sary improvemcnts and extensions to exist- 
ing services, will involve a capital expendi- 
ture of approximately £44 million. This 
scheme is now being considered by the iron 
and steel board. 


HEAVY COMMITMENTS 


These developments, which are urgently 
required to improve the technical efficiency 
of the company’s iron and steel works, will 
involve heavy commitments. Capital costs 
are at present high, and this underlines the 
need to make adequate provision for 
depreciation and to strengthen suil further 
our reserves. An increase in dividend in 
present circumstances would be a_ short- 
sighted policy. Your board prefer to take the 
long view, which I am sure you will agree is 
the correct one, of building up the technical 
efiiciency of the company’s manufacturing 
resources and consolidating its financial 
stability. 

The increase of £633,565 in the trading 
profits of the group has not come from any 
expansion of our output of steel, neither 
is it attributable to benefits arising from 
recent expenditures at the iron and steel 
works, as these have not yet had time to 
influence the trading results. The increased 
profits are attributable to expanding outputs 
and improved results in other departments 
of the company’s activities, and in our im- 
portant and rapidly growing subsidiary 
businesses at home and abroad. 

It will be seen that in addition to the 
book value of investments in subsidiary 
companies shown in the parent company’s 
balance sheet at £952,012 there is disclosed 
by the consolidated balance sheet an excess 
value of £2,069,665, making a total of 
£3,021,677. I think it right to inform you, 
however, that this figure is much less than 
a valuation based on the earning capacities 
of the companies concerned. 


TRON AND STEEL BOARD 


We have now had twelve months experi- 
ence of the iron and steel board, and I am 


happy to be. able to tell you that our rela- 
tions with this. important body jave. been 
cordial and helpful. The establishment of 
the board was welcomed by the iron and 
steel industry. There has been full co-opera- 
tion between us with benefit to the nation 
and the industry. 


_ The Government at one time proposed to 
introduce a Bill in the present session to 
transfer to public ownership important 
sections of the iron and steel industry. 
Wiser counsels prevailed because of the ur- 
gent need to secure undivided concentration 
on increasing output, and carrying through 
the industry’s development plan. The re- 
sults, as I have already mentioned, have been 
most gratifying and the Government have 
publicly expressed their appreciation. The 
production already achieved and the steady 
progress made with the industry’s develop- 
ment plan show that through the Steel Board 
the Government and the industry can achieve 
what is required. 


A realistic approach to the relations of the 
Government with the industry is most 
desirable. It should be practicable to devise 
proposals on a permanent basis which while 
maintaining the benefits of private enterprise 
and initiative so strikingly displayed in the 
steel industry, would give the Government 
effective control of general policy, a general 
control warranted by the particular relation- 
ship of the industry to the national economy 
both in peace and war. 


AFRICAN INTERESTS 


During the year important developments 
have been put in hand by our subsidiary 
company Dorman’ Long (Africa) Ltd. I had 
an opportunity early this year of paying an 
extended visit to the Company’s interests in 
the Union and I was greatly impressed by 
the high quality of work the enthusiasm of 
the management, and the fine reputation 
which Dorman Long (Africa) enjoys, and 
deserves, in South Africa. 

Our other subsidiary companies, Redpath 
Brown and Co., Ltd., the Tees Side Bridge 
and Engineering Works Ltd., and the British 
Structural Steel Co., Ltd., of Buenos Aires, 
have been actively occupied throughout the 
past vear. They have large programmes of 
structural work on hand. In addition, the 
Tees Side Bridge Company have built large 
numbers of steel mineral wagons for the 
home railways and pylons for the electric 
power grid. The same company has most 
successfully embarked upon the construction 
of all-welded Thames dumb barges for some 
of the largest interests in the Port of London. 


Our bridge building and structural en- 
gineering activities based on our iron and 
steel manufacturing resources are extensive. 
In this country, in South Africa and in South 
America we have in active operation no less 
than 12 large engineering works with modern 
equipment and first class resources. A policy 
of progressive development is being followed 
at all these works and we have every con- 
fidence in their ability to hold their own in 
the increasingly competitive conditions likely 
to prevail. 


Many of you will be wondering what will 
be the effect on our prospects of the Govern- 
ment’s policy to foster exports, to allocate 
steel supplies on a new basis, and to cut down 
drastically capital expenditure projects. By 
far the greater part of our extensive bridge 
and structural engineering activities is con- 
cerned with projects of the highest priority. 
We are for instance, engaged upon the 
supply, fabrication and erection of the steel- 
work for several new power stations, and 
extensions to many others. i 

There are other important development 
programmes in which we are interested 
whose fulfilment is essential to achieving the 
Government export plans. There is good 
reason for believing that the demand for our 
products will continue high for a good many 
years. 


The report was adopted. 


; i 
ANSELLS BREWERY, LIMITED 


OUTPUT AT HIGHEST PERMITTED 
LEVEL 


_ The forty-seventh ordinary general meet- 
ing of Ansells Brewery, Limited, was held, 
on the 5th instant, at Birmingham. 


Mr A. E. Wiley (chairman and joint 
managing director) said that, despite the 
manifold difficulties and problems of the 
times, the board were able to show results 
which he was sure would be considered 
satisfactory. The trading income of the 
group for the year was £1,725,761 compared 
with £1,628,600 for 1946. The output of 
their products had been maintained at the 
highest level permitted by the materials 
available, consistent with the highest quality 
possible in the circumstances. The directors 
had paid interim dividends of 5 per cent. and 
174 per cent. No additions to those divi- 
dends were proposed. 


A DIFFICULT YEAR 


‘The year had been a difficult one not only 
with regard to supplies, but in many other 
ways. Owing to the coal crisis, the output 
had been reduced to negligible proportions 
early in 1947, which, of course, had meant 
considerable disappointment to their cus- 
tomers. Fortunately, however, they had been 
able to use the materials conserved in that 
period to augment the ration later in the year, 
when the very hot spell had made extra sup- 
plics most acceptable. On September 1 they 
had had to revert to their original ration, 
which action had unfortunately been mis- 
understood by many of their customers, but 
he could assure them that they had used all 
the materials allowed to them by the 
Ministry of Food. 


_The board were fully alive to the neces- 
sity of providing suitable accommodation 
in their licensed houses for catering, the re- 
quirements of each house calling for special 
study to meet the varying needs ef the 
public. At the present time it was exceed- 
ingly difficult to obtain the necessary permit 
for the provision of extra food, but unless 
they were given facilities to develop in that 
direction at an early date, they might find 
they were unprepared when matters became 
easier. 


SHORTAGE OF SUPPLIES 


_Mr Walter Scott, J.P (joint managing 
director) said that they had had to concen- 
trate on maintaining their products in such 
a way that their popularity had made it 
possible to collect the huge artificial value 
they had to <arry by way of the beer duty, 
which had been increased seven times since 
the outbreak of war and now stood at 226 
per cent. above 1939. It would, of course, 
be impossible for any brewer to satisfy in 
every respect the public’s demands for a 
cheaper beer, a stronger beer and a larger 
quantity, because the Government controlled 
all those factors. It was true that, within 
the regulations, there was a limited degree of 
latitude for the brewer, but he was com- 
pelled to use 15 per cent. less materia] than 
in 1946 and not to exceed the average 
strength allowed. If, therefore, he elected 
to strengthen a portion of his beer, the duty, 
and consequently the price, went up and the 
quantity produced came down. On the other 
hand, if he produced a cheap beer, and 
thereby increased the quantity to try and 
meet the shortage, criticisms arose as to the 
quality. As the result of the autumn Bud- 
get, further hardship would have to be borne 
by the long-suffering beer-drinker. 


Shareholders would probably agree, how- 
ever, that their business was on the sound 
foundation that they served the public by 
supplying them with the maximum quantity 
of the best possible value and, in their stride, 
collected over £73 million for the Revenue. 


The report was adopted. 
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TUBE INVESTMENTS, LIMITED 


EXPORTS UP SIX TIMES OVER PREWAR 


The twenty-eighth annual general meeting 
of Tube Investments, Limited, was held at 
Birmingham on the 11th instant. 

Mr L. A. R. Stedeford (the chairman) said 
that direct exports, at over £7,600,000, were 
double those of 1946 and more than six times 
the value of those in any prewar year. In 
volume they were 400 per cent. of the 1938/ 
39 figures. Indirect exports brought the total 
to at least £1 million a month, and nearly 
25 per cent. had been sold to hard currency 
countries. Some T.I. companies were export- 
ing 75 per cent. of output and technical 
representatives had visited 27 ~=overseas 
countries to find out what customers were 
wanting and thinking. 

He could net promise that T.I. would be 
able to improve exports by very much, if at 
all, in the current year. The situation which 
had been developing recently could not be 
appreciated without considerable disquiet, for 
many of the normal avenues of overseas 
trade were being reluctantly closed to this 
country. It seemed beyond the scope of 
industry to do anything about it. The onus 
of getting these markets reopened was on the 
Government, and, while we appreciated their 
difficulties, the successful outcome of the 
country’s present export drive was in no 
small degree dependent on their being able 
to do so. 

NEW PLANT 


Postwar modernisation and business expan- 
sion plans, which had already cost £7 mil- 
lion, were well edvanced, owing to the 
early start made, and thus would be less 
seriously affected by the new limits set on 
capital expenditure. Many tube companies 
were already modernised, while others were 
well on the way. The Electrical Division’s 
big new plant at Blythe Bridge was operating 
at full production ; the Cycle Division had 
installed new plant and layouts, the factory 
at Newtown, Wales, having settled down as 
an efhicient unit. 

The Government’s decision to give the 
cycle industry a high priority for the supply 
of raw materials because of its export poten- 
tialities had been greeted with satisfaction. 
This satisfaction was not due enurely to the 
fact that TI. happened to be the world’s 
largest cycle and cycle component producing 
unit, with the biggest and most valuable 
export business, but also because the British 
cycle industry as a whole had firmly estab- 
lished its roots in most of the international 
markets. Allowing for difficulties of com- 
parison, on account of the differences in the 
types of cycles made, he believed that we in 
Britain could fairly claim to be producing 

icycles of the best design at the lowest cost. 
The T.I. cycle companies had achieved new 
records, both technicai and commercial, 
during the year. 


SOUTH WALES ALUMINIUM COMPANY 


The merging of the T.I. and Hawker 
Siddeley Aircraft Company light alloy activi- 
ties had been indefinitely postponed owing 
to the present economic conditicns, but TI. 
had acquired a controlling interest in the 
South Wales Aluminium Company, whose 
modern rolling mills were in construction. 
The amalgamation of this scheme, with the 
plan cf modernisation for Reynolds Rolling 
Mills, on the South Wales site would effect 
a saving of upwards of £1,250,000 in capital 
expenditure as well as considerable economies 
in manufacturing costs and maapower. The 
output, which would have a high export 
potential, would be about equal to that 
planned for both projects had they pro- 
ceeded independently. 

He belicved this. arrangement to be a 
realistic response to the. Government’s 
requirement to curtail capital outlay, while, 
at the same time, it would ensure thar the 
country would have its share of modern 
plant with which to fight effectively in the 


approaching struggle for world markets. 
T.L.’s final share in the enterprise would be 
some two million pounds. The production 
of light alloy tubes and extrusions, now con- 
centrated at the Redditch factories under a 
new company, Reynolds Light Alloys, 
Limited, were showing good progress. 


NEW SCIENTIFIC METHODS 


New scientific methods of production 
technique were being applied throughout the 
group, first applications showing that well 
over a 20 per cent. increase in production 
could be achieved with the same number 
of operatives, equipment, working hours and 
expenditure of energy. Those who applied 
these methods would find that they would 
not need to call so heavily, as was contem- 
plated on the country’s resources for indus- 
trial reconstruction. T.I. did not claim to 
being the pioneers in applying the skill of 
outside technicians to the development of 
production organisation, but we had heard 
little about the experience of others. It 
should be given widest publicity. Organisa- 
tion of production was no longer a matter 
mainly of commonsense. It has become a 
matter of science, and companies which 
neglected its benefits would surely be doing 
themselves and the country an ill service 
which neither could afford. 

A comprehensive works pension and life 
assurance scheme had been adopted at an 
initial cost of some £700,000, and a plan 
for the selection and pre-training of future 
foremen had been introduced. The pen- 
sions scheme was an earnest of T.I.'s inten- 
tion to implement their principles of labour 
relations, and he believed it to be money 
well spent. T.I. regarded Jong service 
employees as one of their greatest capital 
assets, and he hoped they would come to 
regard T.I. in the same light. It might seem 
to some that times were not propitious for 
such schemes. T.I. did not accept this view. 
He cotild see nothing in the present position 
to justify delaying a scheme which—far from 
stimulating expenditure—encouraged thrift. 





DIVIDEND DECISION 


We have been mindful of all considera- 
tions in deciding to recommend to you a final 
dividend of 124 per cent., making a total 
for the year of 25 per cent. If a distribution 
at that rate can be maintained, I trust that 
stockholders will feel that their best interests 
have been served 

Since it has been my privilege to address 
you as chairman of your company, each of 
my reports upon our activities has had a 
background of crisis. This last year we 
have had the fuel and power crisis, and in 
the present year we find ourselves already 
with the first consequences of the dollar 
crisis, 

THE FUTURE 

I hesitate to contemplate any of the new 
sequences in the unfolding drarna of Britain’s 
fight for a decent life, against which I may 
be called upon to address you next year. 
But history shows that conditions have been 
as critical with us before, and if it should 
now be that even yet we have not reached 
the upward turn of our fortunes—that turn- 
ing point will certainly come. We British 
are a virile and determined people, and 
given a chance are well able to earn our 
own living, and a good one too. 

But what must be kept steadfastly in mind 
is the simple truth that the only help upon 
which we can rely absolutely is self-help. 
Britain only can save Britain, and that 
makes it essentially a personal matter to 
every one of us, 

The report and accounts were adopted, 
and the final dividend of 123 per cent. on 
ordinary stock, making a total of 25 per 
cent. for the year, was approved 


THE ECONOMIST, December 13, 1947 


SECOND INDUSTRIAL TRUST, 
LIMITED 
RECORD APPRECIATION 


The thirty-sixth annual general meeting 
of the Second Industrial Trust, Limited, was 
held, on the 8th instant, in London. 

Mr. L. A. Stride, the chairman, in the 
course of his speech, said: 

The valuation of investments shows a 
satisfactory appreciation over book fi 
of £628,014 or 43} per cent., the highest 
recorded in the history of the Trust. Ip 
May last we increased the dividend on the 
ordinary shares by 4 per cent. and now 
recommend that the final dividend be also 
increased by 4 per cent., making 8 per cent, 
for the year against 7 per cent. The report, 
with this recommendation, was in print when 
the then Chancellor of the Exchequer 
announced the doubling of the profits tax. | 
should like you to regard the increase in the 
distribution as in the nature of a bonus. 

It is not yet possible to gauge the full 
effect on our revenue of the various national- 
isation schemes, while the increase in the 
profits tax is bound to have adverse conse- 
quences. 

One feature of the Interim Budget calls 
for vigorous protest. Retrospective legisla- 
ture is always objectionable, but is particu- 
larly to be deprecated when taxation is 
involved. The increase of the profits tax 
purports to be imposed to discourage 
inflationary profits distributions, but it be- 
comes a penal imposition when applied 
retroactively. 

The general national outlook is still very 
unhappy. The difficulties of the post-war 
period are increasingly aggravated by inept 
and incompetent leadership and _ industry 
continues to be hampered by many _ per- 
plexities as a consequence of new directions 
and controls. 

The report was adopted. 


CONSOLIDATED GOLD FIELDS 
OF SOUTH AFRICA, LIMITED 


FACTORS AFFECTING REVENUE 


The annual general meeting of this Com- 
pany was held, on the 4th instant, 
London. 

Mr Robert Annan (the chairman) said 
that the gross revenue of New Consolidated 
Gold Fields, Limited, the operating company, 
at £1,417,387 was only £30,355 less than in 
the previous year. A dividend on the ordinary 
shares of 124 per cent., less tax, the same as 
last year, had been declared. 

The Consolidated Gold Fields of South 
Africa, Limited, recommended the payment 
of a dividend of 124 per cent., less tax, on 
the ordinary shares which would leave the 
carry forward unchanged at £9,673. 

Turning to the activities of the New Con- 
solidated Gold Fields, Limited, during the 
year covered by the accounts, working costs 
had again increased and there was a sharp 
rise in the cost of living index in the first half 
of the current year. One of the most signifi- 
cant results of those conditions was the con- 
tinued decline in developed ore reserves. 

It should be remembered, however, that 
the low grade producers had now a V 
slender margin of profit which might 
below 10 per cent. of the revenue in some 
of the older and deeper mines. It was there 
fore imperative that every means must 
used to reduce the burden of costs. 
outstanding feature of the past year had been 
the great activity in the development of new 
mines, 

They felt that it would be necessary in the 
near future to raise some further capital. 
had not been possible to finalise their plans, 
but they hoped to be in a position to af- 
nounce them before long. 

The report and accounts were unanimously 
adopted. 
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THE ECONOMIST, December 13, 1947 


GOVERNMENT RETURNS 


For the week ended .December 6, 1947, 
total ordinary reVenue was £42,329,000, 
against ordinary expendittre of 72,305,000 
and issues to sinking funds £470,000... Thus, 
including sinking fund allocations of 
£10 709,891 the surplus accrued since April 
lst is /196,266,748 against a deficit of 
{554,362,020 for the corresponding period 
a year ago. 

ORDINARY AND SELF-BALANCGCING 

REVENUE AND EXPENDITURE 


' 


Receipts into the 
Exchequer 
(£ thousand) 


| Esti- | 
i April | April | | 
Revenue [ aaate; 1 | Week | Week 
I to to ended | ended 
| Dee. | Dee. Dec. | Dee. 
7, 6 7, 6, 
1946 1947 1946 | 1947 
ORDINARY 
REVENUE ‘ 
Income Tax...... 1086000! 499,318 475,91] 6280 7,651 
Sur-tax 80,000 20,722 24,305 800 850 


Estate, etc., Duties 155,000 98,549 112'579 2,500 2.800 


Stamps... “ 57,000, 23,244 35.280. 574 1.100 
N.D.C. . e ‘ 24,517 24,020 520 450 
EP.1. 12) 206,000) 247°829 178.085 8,500 5,872 
Other Inland Rev. 1,000 168 120 is 


Total Inland Rev. 1585000 914,347 848,3 300 18, 874 18, 723 
Customs. ........ 742,460 417,284 545, 358 12, 561 16, 764 


oa 668,540, 397,000 414,400 4:10 5,100 
Total Customs & as Sas eet 

Berlte cet 1411000) 814,284 959,758, 16,661 19,864 
Motor Duties 50,000 12,829 13,229 184 176 


Surplus War Stores 95,000 
Surplus Receipts 
from Trading . 


87,201 131,340... 281 
55,000, 30,000 30,175 ... | 


Post Office Upet 

Rece ipts ees 5,800 4.750 350 650 
Wireless Li icences. | 11,000, 5270 6,370 ‘ 
Crown Lands. . 1,000 650 670 
Receipts from 


21,600, 21,250 19,172 168 309 
270, 000: 28,878 193,847 3,671, 2,325 


Sundry Loans. . 
Miscell, Receipts. . 


Total Ord. Rev.. 3449000 1920508 2207592 39, 998 42, 329 


Secr- Bat ancinG 
Post Office. ...... 144,230 83,100 92,350 1,900 1,850 
Income Tax on j 

E.P.T. Refunds 49,000 130,800 15,945 1, 187 409 


Lee 3692230 2134408 2315887 42 2 995 44, 588 
j Issues out of the Exchequer 
i to meet pavments 
i (£ thous: and) 
Esti- | % meapraces 
Expenditure | mate, Apni | — consis ilteate 
} et ee 
1947 48) to | to j ended , ended 
Dec. Dec. | Dec, | Dec. 
eet ee 
de | 1946 | 1947 | 1946 | 1947. 
Orvinary | ee ie Bey 


EXPENDITURE 
Int, & Man. of! 
§25,000 344,581 355,40] 32,747) 32,935 





Nat. Debt .... 
Payments to } 
lreland........ 23,000 11,986 14,540 696 764 
Issue to Nat. Land | 
eee | 50,000 
Other Cons. Fund 
Services ....... 8,000; 4,004 3,878 ... | 5 
TI aces wasnt cull 556, 000, 410, 571 373, 820 33, 443 33,705 


Supply Services . - 2635114 '2054027 1626795 44,500 38,600 


(319114 2464598 2000615 77, 943 72, 305 


Total Ord. Exp.. 





SeLr-BaLANcIne 
Post Office... .... 144,230) 83,100 92,350 1,900 1,850 
Income Tax on! 

E.P.T, Refunds, 49,000 130, 890 15,945 1,187 409 


FORO 68 SER 3383344 2678498 2108910 81, 030 74, 564 

Atter increasing Exchequer balances by £84,742 to 

{3,097,892 the other rations for the week. increased 

the gross “es Debt by (62,996,102 to £25,972 million, 
NET RECEIPTS (¢ thousands) 


Overseas Trade Guarantees Act, 193 ~~ ah om: See 
Title Act, 1936, Sec. 96... ...0.... ip tere TO 
41l1 
NET ISSUES (f£ thousand 

P.O. and Telegraph, ......,..+ “ Evi ves es Pay 550 
BP T, Retnaes LC BI ek ea ES 498 
Local Authorities Loans Act, 1945, sec. 3 (1)....-- 4,400 
War Damage : War Damage Commission... ....- 15,000 
Finance Acts, 1946 and 1947, Post-war Credits. . 1,818 
as Trade Guarantees Act, 1939, sec. 4 (1). . 15 


Housing (Scotland) Act, 1944, sec. 4 (2) & Housing 
(Pinanciat Provs.) Scotland Act, 1946, sec. 13 (2) 595 
Civil Contingencies Fund. ..... 66.50. .ceeeeeeses 10,000 
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’ Statistical ees 


CHANGES IN DEBT ({ thousand) 


Ner Reegiprs , N ‘ 
j ET Repa¥Ments 
at Savings Cert¥ 3,000 | $2 Def. Bonds.... 3,735 
4° Det. Bonds * 1,511 | , Term, Anat tities 1,084 


a ax Re — Certs. 2,803 Bie Debt : 
reasury Deposits, 3, ‘ © wee 
Zrecey Dope 000 Internal ....... 4% 
External ...... 2,479 
Treasury Bills 21,363 
Ways & Means Ad- 
Vanoes. ¥.... -- 1,69§ 
67,881 | "4,855 


* Including £3,145,000 paid off on maturity. 
FLOATING DEBT 


(4 million) 























Ireasury Ways and 
Bills Means Iree- | 
Advances sury Totat 
Date | Pe eee De- | Float- 
Bank posits | ing 
Public at by | Debt 
ans Tap Depts. | Bag: Banks 
| | land 
soni lash soe ah } 
1945 } | ; 
Doc. 2 2080-0 | 2487-3! 376-1 me | 1742-5 6685-9 
Aug. 30 | 2190-0 | 2428-5/ 339-8 | 4-75 | 1323-0! 6286+1 
dept, 6 | 2190-0 | 2466-4) 369-6 | 4-75 | 1304-0) 6334-8 
13 | 2190-0 | 2499-9| 357-1 | 4-25 | 1296-5| 6347°7 
» 20} 2190-0 | 2535-0} 327-7 | @0 | 1299-0} 6357-6 
» 2% | 2190-0 | 2557-1] 322-3} ... | 1292-5| 6361-9 
Oct. 4 | 2200-0 | 2534-8} 363-9.) 19°8 | 1267-0! 6385-4 
» 12} 2220-0 | 2561-7} 343-2 | 20-3 | 1254-5) 6398-6 
» 18 | 2230-0 25847) 362-6 | 2-0 | 1253-0 6432-5 
» 25 | 2230-0) 2561-5} 332-6 |... | 1252-5) 6376-6 
Nov. 1 | 2240-0! 2543-4] 354-8 | 1-75 | 1252-5! 6392-5 
» 8} 2250-0! 2539-3) 337-7 . | 1252-5 6379-4 
» 15 | 2250-0 | 2527-5! 346-7 | 13-5 | 1292-5) 6430-2 
22 | 2250-0 | 2579-7| 339-1 | 68 (1317-5. 6493-1 
29. 2250-0 | 2561-0) 338-6 |... | 1537-5) 6487-1 
Dec. pee t 2) 340-3 | ee fame 8 6545-0 
i i 
TREASURY BILLS 
oe (£ million) 
| Per 
| Amount } Azorege Cent. 
Date ot | meaprepenenpeenersiat dk ames | SOND 
Tender la nedl at 
Onered -~ a ja‘ ota = ; Min. 
fae mipareeng eg ide ik % | Rate 
1965 | ee 
Dec. 6| 170-0} 23-7 | 170-0} 9 12-25 31 
1947 
Sept. 5| 170-0 | 276-8 | 170-0 | 10 2-54 4 
12| 170-0 | 269-7 | 170-0 | 10. 2-85 él 
» 49} 170-0 | 253-5 | 170-0 | 10 3-10 57 
» 26} 180-0 | 277-4 | 180-0} 10 2-66 27 
Oct. 3] 190-0 | 299-9 | 190-0 | 10 1-39 49 
» 40] 180°0 | 291-3 | 180-6] 10 1-36 7 
. 37} 220-0 | 268-9 | 170-0} 10 }-87 4 
241 170-0 | 285-0 | 170-0 | 10 3-52 46 
» Sh] 170-0 | 289-3 | 170-0] 10 1-38 43 
Nov. 7]| 170*0 | 285-4} 170-0} 10 1-49 45 
14} 170-0 | 270-1} 170-0 | 10 1-85 53 
21} 170-0 | 271-2 | 170-0] 40 1-70 53 
~ 2B} 170-0 | 269-2 | 170-0} 10 3-02 53 
Dec. 5) 170-0} 300-6 | 170-0 | 10 2-26 38 


On December 5th applic ations for bills to be paid on on 
Monday, Tuesday, Wednesday, Thursday, Friday and 
Saturday were accepted as to about 38 per cent of the 
amount applied tor at £99 17s. 5d. and applications at 
higher prices were ac cepted in full. £170 million (maximum) 
of Treasury Bills are being offered for Deceraber 12th. For 
the week ended December 13th the Banks will be asked for 
Treasury deposits to an amount of 450 million (maximum). 


NATIONAL SAVINGS 
« thousand) 





Totais_ 
Week Ended Mar. 3lto 
Nov. 30,/Nov. 29,'Nov 29, 


et 1946 | 1947 "| 1947 
Savings Certificates :— 














Meneipld... elie .i 03k ee | 2,900} 4,250 | 146,150 
Repayments ......-+-«-- | $3,050; 2,350 96,750 
Net Savings. ........+++. Dr. 150 1,900 | 49,400 
Defence Bonds ;— 
Receipts. FFT He. Fs 4,230 | 1,260 49,965 
Repayments .......-<+. 1,007 | 723 | 26,863 
Net SavingS.......-..... } 3,223) . 537 23,102 
P.O. and Trustee Savings | 
Banks :— | } 
Receipts... .2.c.seeeesse ; 13,961 | 15,575 | 447,704 
Repayments .i...4..+... | 11,790 | 11,636 | 416,308 
Net SavingS.........+..- | ga7r} 3,939 | 29,403 
Total Net Savings ......... | 644 | 6, 376 | 101,905 
Interest on certificates repaid 534 423 18,415 
Interest accrued on savings i 
remaining invested. vad, 8 2,228) - 2,290 | 74,609 


mae 


me 


Teh: 
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‘ F et i ; A ih ‘2 


BANK OF ENGLAND 
RETURNS 


DECEMBER 10, 1947 
ISSUE DEPARTMENT 


é f£ 
Notes Issued : | Govt. Debt... 1/015,100 
In Circln. 1353,417,539 )Other © Govt, 
In Bankg. De- | Securities ... 1438,289,784 
partment. . 96,850,284 | Other Sees. 685, 761 
| Coin other 
t than Gold... 9,355 
}Amt. of Fid———- 
| Issue 1450, 000, 000 


| Gold Coin and 
Bullion (at 








172s. 3d 
oz, fine). .... 247,833 
"450,247,833 "450,247,853 
BANKING DEPARTMEN1 
f é 
Capital ...... 14,553,000 | Govt. Secs... 290,720,852 
|” ee 3,445. 806 | Other Sees. : 
Public Deps.*. 18,897,899 | Discounts and 
ones | Advances... 16,215,315 
Other Deps. : | Securities. . 19,328,918 
Bankers... .. 294,235,494 | —— 
Other Accts... 92,943,689 | 35,544,233 
387,179 183 | Notes........ 96,830,294 
Cet rs a5. Sve 980,510 
424,075,888 | 424,075,888 


* Including Ex 


c uer, Savings Banks, Commissioner> 
of National Debt 


Dividend Accounts. 


COMPARATIVE ANALYSIS 








(£ millions) 
| 1946 | 1947 
Dec. | Nov. | Dee. | Dee. 
9 | we] $ | 
Issue Dept. : 
Notes in circulation. ..... 11.598 - 2)1340- 6 1342-7/1555-4 
Notes in banking depart- | 
OE RAGE ELA, BABB | 52-0) 109-8 107-6; 96-8 
Government debt and 
SeCarithee ow vecnsacss 11449-11449-4 1449-4) ate. : 
Other securities. ........ 0-9 «860-6 (U6 
NE onan khan be ken ten 0-2; 0-2 0-2 °. 2 
Valued at s, per fime ot 172/8) ee 172/83) 172/32 
ae Dept. : i i 
De ' j 
lie. We'c dks aa heeas Foes 14-9) 14-0) 19-3; 18-9 
ET eee 265-6; 292-5 291-4 294+2 
OURS, site Sea tees 56-4 93-3, 94-3. 92-9 
WRB oii cack. casnieon a 399-8, 405-0, 406-0 
Securities 
Government. ........... 258-0 278-5; 292-4 290-7 
Discounts, etc.........-. 27:2; 4-4. 257 16:2 
CHRO 6 Sins cevics HS 16:4 23-6; 139-0} 19°3 
Ota cn ei cedaseeniaaeen | 301-6 306-5 314+], 326-2 
Banking dept. res.......... | §3-2) 111-2 108-8) 97-8 
of © of e 
“ Proportion ". .......... 15-8 27-8 26:8 24-0 


® Government debt is fii, 015,100, capital £14,553,000 
Fiduciary issue raised from £1,400 million to £1,450 
million on December 10, 1946. 


“Tue Economist” INDEX TO WHOLESALE 













Prices 
(1927=100) ees 
. Dec. | Nov,* Dec 
a i 14, 4, 
} 1946 obo! ROE: 1947 
GEOUEN cs si ssncsecaa | 109-0 113-5 113-9 
Other foods. ........ ; 109-2 138-7 138-7 
Fentess. Se esccse 1352-6 156-3 157-0 
Minerals. ¢ .fikcs ice | 199-3 233-9 233-9 
Miscellaneous ....... 138-5 154°3 154-3 
134°5 183-6 | 153-7 
1913 =< 100. 6. ee 184° 7°} 21 to 21S 
5 ag * Revised. 


GOLD AND SILVER 


The Bank of eo eee Official buying price for gold 
remained at 172s. per fine ounce throughout the week. 


Spot cash ‘prices were as follows m0 


Sitver 





1947 London ‘New York! Bombay Bombay 
\Per ounce ul Ounce, per 100 tolas) per tola 


te meee weetintecerientionne cecniparemrsnner eins 


d, | ke a. | Re 

Dec. 4 45 i | 4 «64 105 «12 
wa Bas 45 m4 612 | 5 12 

» 6... | Markets | Closed 164 (15 165 15 
es 45 7 164 C8 } 1 8 

fe Beas 45 74 6 6 | U4 OS 

ys 20.3. . 45 14 e712) 1048 5 
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THE LONDON LIBRARY, 
JAMES’S SQUARE, 


8T. 
LONDON, 8.W.1. 


NATIONAL BANK OF INDIA LIMITED 


Bankers to the Government in Kenya Colony and Uganda. 
Head Office: 26 BISHOPSGATE, LONDON; E.C.2. 






BRANCHES: m 

Aden and Cochin Madras Kisidmu Kenya 
Aden Points (3S. India). Mandalay Mombasa Colony 

Araritsar Colombo Nuwara Nairobi British 
Bornheay Deihi Eliya Nakuru K.A. 
. ’ 7 Entebbe 
Caleutta Kandy Rangoon Jinja - 
Can npore Karachi Tuticorin Kainpala Uganda 
Chittagong Lahore Zanzibar Mbale 


Dar-es-Satsam Mwanza Tanga .. vee ove ee Tanganyika Territory 


SUBSCRIBED CAPITAL... ees £4,000,000 
PAID-UP CAPITAL eee ese £2,000,000 
RESERVE FUND... eve eo £2,300,000 
The Bank conducts every description of Eastern Banking business. 


Trusteeships and Executorships also undertaken. 


UNIVERSITY OF DUBLIN 


TRINITY COLLEGE 
The Board will proceed at an early date to appoint a LECTURER IN 
STATISTICS Salary: £550/£25/{650 p.a Candidate selected to take 
up duties if possible on May 1, 1948, but not later than October 1, 1948. 
Further particulars may be obtained from the Registrar, Trinity College, 
Dublin, and applications must reach him not later than March 1, 1948 


CANADIAN PACIFIC RAIEWAY CGMPANY (Incorporated in Canada 


with L ted Liability DIVIDEND NOTICE.—PREFERENCE STOCK 

At a meeting of the Board of Directors held today a final dividend of 
Two per cent en the Preference Stock in respect of the year 1947 was 
declared payable on February 2, 1948, to stockholders of record at 3 p.m 
on December 31, 1947.—By order of the Board, FREDERICK BRAMLEY, 


Secretary Montreal, December 8, 1947. 


AVELING-BARFORD, LIMITED 
INVICTA WORKS, GRANTHAM, LINCS. 


NOTICE IS HEREBY GIVEN that the Fifty-second Annual Ordinary 


General Meeting of the Company will be held at the Registered Office, 
Invicta Works, Grantham, Lines., on Monday, the 15th December, 1947 
at 3 o'clock in the afternoon to transact the following business :— 


i. Read the Notice convening the Meeting. 
2. Report the Board of Trade’s consent to the accounts for the year 
ending 3ist March, 1946, being presented to the Meeting. 
3. Election of Director. 
4. Election of Auditors. 
5. Any other competent business. 
By order of the Board, 
H. C. RYAN, Secretary. 
STATISTICIANS 

THE ECONOMIST proposes to make two appointments to its statisti- 
cal staff :— 

1 A general Statistician. The work will include preparation of 
material for the Records and Statistics Supplement to The Economist, 
compilation of reference material, organisation of information services 
and statistical research. An honours degree in statistics or Subjects 
combined with statistics is desirable, and a wide knowledge of statistical 
sources is essential. Preference will be given to those who have had 
practical experience of the type of work. 

2 An Investment Statistician. The work will consist of preparing 
statistics for publication relating to company profits and Stock Exchange 
investments. Applicants should have a good knowledge of accounting 
practice, but need not be qualified accountants, They should be able 
to analyse a company profit-and-loss account and balance sheet, and 
should have seme knowledge of company law (including the new 
Companies Act) and taxation. Some knowledge of Stock Exchange 
practice is desirable. 

The salary for both posts will depend on qualifications and experience. 
It will not be less than £450 and may be considerably higher if circum- 
stances warrant.—Applications should be addressed to *' Statisticians,” 
22 Ryder Street, London, 8.W.1. 


PPLICATIONS are invited from those qualified to take charge of 
ti the development programme of the International Wool Secretariat 
in India and Pakistan. The qualifications which are regarded as essen- 
tial for this appointment are some years’ previous experience in a 
senior executive capacity in those Dominions and the ability further to 
establish and maintain business and social contacts in high governmental 
and industrial circles. A knowledge of the wool industry would be an 
additional recommendation, The salary and personal allowances will 
not be less than £2,000 per annum, 

Further information on the Secretariat and on the nature of this 
appointment may be obtained on application to the Secretary, Inter- 
national. Wool Secretariat, Dorland House, 18-20 Regent Street, 
London, S.W.1. 


CCOUNTANTS.—Robson, Morrow & Co., have vacancies on their 
A staff for outstanding Chartered or Incorporated Accountants, not 
over 37. who have held appointments in industry, and who are interested 
in being trained in the installation of modern Industrial Accounting 
methods.—Send full particulars of age, education, qualifications, ex- 
perience aygd present salary to 59, New Cavendish Street, London, 
W.1., marking envelope ** Application." 


Ts required by large Birmingham manufacturers. Position calls 
for man age 30-40 with sound experience in normal and present 
markets,—Only applicants having held a similar position need apply, 
stating. age, experience and salary required, to Box 625. 


ERSONNEL AND WELFARE MANAGER required by well-known 

and old-established manufacturers in Birmingham employing approx. 
1,080 people. Duties.of the post are in the main those recommended 
by Industrial Welfare Society.—Write, giving age, salary required and 
full particulars of previous experience, Box 627. 


ACANCIES for Building Surveyors im West Riding and Newcastle 
‘ areas. Salary according to age and experience, Apply—Wiliiam 
Townson & Sons, Ltd..Park Hill Street, Bolton, Lancs. 


fEYRANSLATIONS: Efficient and prompt, service undertaken by 

specialists in technical literary and commercial work. Moderate 
hocmnonihppls to P.W.E.A.(E) Translation Service, 11, Gillingham Street, 
S.W.1. Tel.: Vietoria 9557. ; 


en ee ne et 


5th December, 1947. 
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en ATOAL BNE! SCOTLAND 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
€sTO. 1425 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, &.W.1, 

















Every description of Banking Service undertaken. 


REFUGE ASSURANCE COMPANY, LTD. 
Chief Office: OXFORD STREET, MANCHESTER, | 


ANNUAL INCOME EXCEEDS £16,300,000 
ASSETS EXCEED ¢97,000.000 
CLAIMS PAID EXCEED £181,0C0,000 


(1946 Accounts) 


CIVIL SERVICE CCMMISSION 


Applications are invited for the post of Assistant Keeper Grade II at 


the Tate Gallery. 

Candidates must be at least 21 and under 33 years of age on lst 
January, 1948. The salary is on the scale £330 rising by annual imere- 
ments of £25 to £600; allowance will be made for age in fixing the initial 
salary, one increment being added for each completed year of age 
over 23, 

Candidates should be familiar with the history and practice of the 
Fine Arts and should preferably have a University degree with Hononrs, 
or a Dipioma in Art subjects awarded by a University or by the Ministry 
of Education. Candidates must be British subjects. The appointment 
is permanent and subject to the usual Civil Service conditions. Applica- 
tion is open to both men and women. In accordance with normal Civil 
Service practice the salary scale for women will be somewhat lower, 

Forms of application, together with full particulars of the appeint- 
ment, may be obtained from the Secretary, Civil Service Commission, 
Burlington Gardens, London, W.1., quoting No. 2072 to whom completed 
application forms should be returned not later than 15th January, 
1948, for candidates in the United Kingdom, and 31st January, 1948, for 
candidates overseas. Candidates overseas, whose application forms may 
arrive later than 3lst Junuary, 1948, for reasons beyond their control, 
should write direct to the Secretary, Civil Service Commission, 6, Bur 
lington Gardens, London, W.1 (giving full details of age, nationality, 


education, qualifications, experience and war service and quoting 
No. 2072) before that date, as well as completing and forwarding the 


application form. 


THE NATIONAL COAL BOARD 


Applications invited for two vacancies for Cost Accountants at Head- 
quarters in London, Applicants should preferably hold a recognised 
accountancy qualification and have had experience of Costing in Indns- 
trial Undertakings. Knowledge of the Coal Industry or its ancillaries 
would be an advantage. 

The appointment carries a salary scale commencing £675 p.a. plus @ 
location allowance and participation in a contributory Superannuation 
Scheme. 4 

Applications, giving date of birth, full particulars of professional 
qualifications and experience, etc. (with dates), should be made within 
seven days of appearance of this advertisement to National Coal Board, 
Establishments (General) Branch, Hobart House, Grosvenor Place, 
S.W.1, marking envelope TT/36 in left-hand corner. Original testi- 
monials should NOT be forwarded. Only candidates selected for inter- 
view will be advised. be 


‘TORE MANAGER with several years’ experience in a modern retail 
\O Store and ability for Staff Management required by Gamages of 


Holborn. A well-paid and progressive position. Apply Managing 
ret: A. W. Gamage, Ltd., Holborn, E.C.1, and mark envelope 


‘STATISTICIAN, 27, Hons. degree Econ./Stats, (Cambridge), having 
WJ gained extensive experience and responsible position in Government 
Department with large trading interests, seeks wider scope for enthu- 
siasm and specialist talents in industry. Expert in large-scale survey 
technique; studied overseas industrialisation, travelled, languages; 
knowledge home market.—Box 624. 

GQ SATISTICTAN and economist experienced m finance and imvestment 
0 seeks appointment: especially interested in research on price —_ 
and market trends: possessing large collectton of relevant infor 

and data, and a general index of statistical matter collected from the 
press over last two years.—Box 628. 


\HRISTMAS HOUSE PARTY in Surrey. Professional and Univyer- 
\ sity people, Vacancies for others wanting pleasant company, 
interesting conversation, good food.—Box 606. 


Conomiar, 1943-46, for sale.—Offers Box 622, 


——— 


Postal gre 


Tuition for B $c ECON. 


Fhe London University B.Sc. Econ, Degree is a valuabie qualification tor statisticas, researel 
and welfare work in commerce and industry, and for teaching or administrative posts Wuer 
Education authorities, etc. The degree is open to all, without University residence. 4 

may preparc for the three examinations at home under the experienced guidance of Wolsey 
Hall (est 1894): moderate fees. payable by instalments, if desired. ae 


Prospectus from Dept. P17, WOLSEY HALL, OXFORD 





at 22 Ryder Street, St. James's, Londen, S.W.I. U.S. Representative: R. S. Farley, 111 Broadway. New York, 6.—Saturday, December 13, 1947. 
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